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Remarks at the Conference Dinner. 
February 26, 1982 





Well, I wish it was a bigger room in 
there. But I assume that you're going to see 
and hear the festivities in here? I haven't 
been on prime-time television for years. 
[Laughter] 

But anyway, I just want to thank you all 
for all that you’ve done. And your very 
presence here and your willingness to be in 
the overflow room is an indication of why 
we're going to keep on going until these 
things we’ve believed in so many years and 
fought for from the outside—we’re going to 
make sure we're on the inside, and we’re 
going to get them, and we’re going to ac- 
complish them. 

I know we have to go in there so that 
dinner can continue and we can keep on 
schedule, but you know, I can’t help but be 
a litthke—well, it’s a little ironic and I'm a 
little amused that suddenly our opponents 
have developed a real conscience about po- 
litical action committees. [Laughter] I don’t 
remember them being that aroused when 
the only ones that you knew about were on 
their side. Now they’re on our side; they 
want to do away with them. Well, they’re 
not going to do away with you. 


And God bless you all, and thanks. 


[The President spoke at approximately 8:15 
p.m. to conference members in the East 
Room at the Mayflower Hotel. He then pro- 
ceeded to the Grand Ballroom at the hotel, 
where he addressed the major portion of the 
conference at approximately 9:30 p.m.] 


Well, Nancy and I, Mr. Toastmaster, 
[Representative] Mickey Edwards, thank 
you very much for those very generous 
words—reverend clergy, ladies and gentle- 
men, we're delighted to be here at the 
ninth annual Conservative Political Action 
Conference. 


Anyone looking at the exciting program 
you've scheduled over these 4 days, and the 
size of this gathering here tonight, can’t 
help but be impressed with the energy and 
vitality of the conservative movement in 
America. We owe a special debt of grati- 
tude to the staffs of the American Conserv- 
ative Union, Young Americans for Freedom, 
Human Events, National Review, for 
making this year’s conference the most suc- 
cessful in the brief but impressive history of 
this event. 

Now, you may remember that when I 
spoke to you last year, I said the election 
victory we enjoyed in November of 1980 
was not a victory of politics so much as it 
was a victory of ideas; not a victory for any 
one man or party, but a victory for a set of 
principles, principles that had been protect- 
ed and nourished during years of grim and 
heartbreaking defeats by a few dedicated 
Americans. Well, you are those Americans, 
and I salute you. 

I've also come here tonight to remind 
you of how much remains to be done, and 
to ask your help in turning into reality even 
more of our hopes for America and the 
world. The agenda for this conference is 
victory, victory in this year’s crucial con- 
gressional, State, and local elections. 

The media coverage that you've received 
this week, the attention paid to you by so 
many distinguished Americans in and out of 
government—conservative and not so 
conservative—are testimony to the _ sea- 
change that you’ve already brought about 
in American politics. But, despite the glitter 
of nights like this and the excitement we all 
still feel at the thought of enacting reforms 
we were only able to talk about a few years 
ago, we should always remember that our 
strength still lies in our faith in the good 
sense of the American people. And that the 
climate in Washington is still opposed to 
those enduring values, those “permanent 
things” that we’ve always believed in. 

But Washington’s fascination with passing 
trends and one-day headlines can some- 
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times cause serious problems over in the 
West Wing of the White House—they cause 
them. There’s the problem of leaks. Before 
we even announced the give-away of sur- 
plus cheese, the warehouse mice had hired 
a lobbyist. [Laughter] 

And then a few weeks ago, those stories 
broke about the Kennedy tapes. And that 
caused something of a stir. Al Haig came in 
to brief me on his trip to Europe. I un- 
capped my pen, and he stopped talking. 
[Laughter] Up on the Hill, I understand 
they were saying, “You need eloquence in 
the State Dining Room, wit in the East 
Room, and sign language in the Oval 
Office.” [Laughter] It got so bad that I 
found myself telling every visitor there 
were absolutely no tape recordings being 
made. And if they wanted a transcript of 
that remark, just mention it to the potted 
plant on their way out. [Laughter] 

But Washington is a place of fads and 
one-week stories. It’s also a company town, 
and the company’s name is government, 
big government. Now, I have a sneaking 
suspicion that a few of you just might have 
agreed when we decided not to ask Con- 
gress for higher taxes. And I hope you real- 
ize it’s going to take more than 402 days to 
completely change what’s been going on for 
40 years. 

I realized that the other day when I read 
a story about a private citizen in Louisiana 
who asked the government for help in de- 
veloping his property. And he got back a 
letter that said, “We have observed that 
you have not traced the title prior to 1803. 
Before final approval, it will be necessary 
that the title be traced previous to that 
year. Well, the citizen’s answer was elo- 
quent. 

“Gentlemen,” he wrote, “I am unaware 
that any educated man failed to know that 
Louisiana was purchased from France in 
1803. The title of the land was acquired by 
France by right of conquest from Spain. 
The land came into the possession of Spain 
in 1492 by right of discovery by an Italian 
sailor, Christopher Columbus. The good 
Queen Isabella took the precaution of re- 
ceiving the blessing of the Pope. . . . The 
Pope is emissary of the Son of God, who 
made the world. Therefore, I believe that it 
is safe to assume that He also made that 
part of the United States called Louisiana. 
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And I hope to hell you’re satisfied.” [Laugh- 
ter] 

Now, changing the habits of four decades 
is, as I say, going to take more than 402 
days. But change will come if we conserva- 
tives are in this for the long haul, if we owe 
our first loyalty to the ideas and principles 
we discussed, debated, developed, and pop- 
ularized over the years. Last year I pointed 
to these principles as the real source of our 
strength as a political movement, and men- 
tioned some of the intellectual giants who 
fostered and developed them—men like 
Frank Meyer, who reminded us that the 
robust individualism of America was part of 
deeper currents in Western civilization, 
currents that dictated respect for the law 
and the careful preservation of our political 
traditions. 

Only a short time ago, conservatives filled 
this very room for a testimonial dinner to a 
great conservative intellect and _ scholar, 
author of the “The Conservative Mind,” 
Russell Kirk. In a recent speech, Dr. Kirk 
has offered some political advice for the up- 
coming elections. He said now, more than 
ever, we must seek out the “gift of audac- 
ity.” We must not become too comfortable 
with our new-found status in Washington. 
“When the walls of order are breached, the 
vigorous conservative must exclaim: Arm 
me, audacity, from head to foot.” It was 
Napoleon, master of the huge battalions, 
who once said, “It is imagination that rules 
the human race.” And Disraeli who men- 
tioned that “success is the child of audac- 
ity.” 

We must approach the upcoming elec- 
tions with a forthright and direct message 
for the American people. We must remind 
them of the economic catastrophe that we 
faced on January 20th, 1981: millions out of 
work, inflation in double digits for 2 years 
in a row, interest rates hovering at 21% 
percent, productivity and the rate of 
growth in the gross national product down 
for the third year in a row, the money 
supply increasing by 12 percent—and all 
this due to one overriding cause: Govern- 
ment was too big and had spent too much 
money. 

Federal spending, in the last decade, 
went up more than 300 percent. In 1980 
alone, it increased by 17 percent. Almost 
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three-quarters of the Federal budget was 
routinely referred to as “uncontrollable,” 
largely due to increases in programs like 
food stamps, which in 15 years had in- 
creased by 16,000 percent, or Medicare and 
Medicaid—up by more than 500 percent in 
just 10 years. Our national debt was ap- 
proaching $1 trillion, and we were paying 
nearly $100 billion a year in interest on that 
debt—more than enough money to run the 
entire Federal Government only 20 years 
ago. 

In an effort to keep pace, taxes had in- 
creased by 220 percent in just 10 years, and 
we were looking at a tax increase from 
1980 to 1984, already passed before we got 
here, of more than $300 billion. Unless we 
stop the spending juggernaut and reverse 
the trend toward even higher taxes, govern- 
ment by 1984 would be taking nearly one- 
quarter of the gross national product. Infla- 
tion and interest rates, according to several 
studies, would be heading toward 25 per- 
cent—levels that would stifle enterprise and 
initiative and plunge the Nation into even 
deeper economic crisis. 

Well, we had to address this economic 
problem first. History tells us of great na- 
tions brought to their knees by unchecked 
inflation and wild government spending. 
Brooks Adams once put it this way: “Nature 
has cast the United States into the vortex of 
the fiercest struggle which the world has 
ever known. She has become the heart of 
the economic system of the age, and she 
must maintain her supremacy by wit and 
force or share the fate of the discarded.” 

At this point last year, much of the smart 
money in Washington was betting, as it is 
today, on the failure of our proposals for 
restoring the economy, that we could never 
assemble the votes we needed to get our 
program for economic recovery through the 
Congress. But assemble the votes we did. 
For the first time in nearly 25 years, we 
slowed the spending juggernaut and got the 
taxpayers out from under the Federal 
steamroller. We cut the rate of growth in 
Federal spending almost in half. We low- 
ered inflation to a single-digit rate, and it’s 


still going down. It was 8.9 percent for all of 


1981, but our January figure at an annual- 
ized rate is only 3% percent. 

When they talk of what should be done 
for the poor, well, one thing alone, by re- 


ducing inflation, we increase the purchasing 
power of poor families by more than $250. 
We cut taxes for business and individuals 
and index taxes to inflation. This last step 
ended once and for all that hidden profit on 
inflation that had made the Federal bu- 
reaucracy America’s largest growth indus- 
try. 

We've moved against waste and fraud 
with a task force including our Inspectors 
General, who have already found thousands 
of people who’ve been dead for as long as 7 
years still receiving benefit checks from the 
government. We’ve concentrated on crimi- 
nal prosecutions, and we’ve cut back in 
other areas like the multitude of films, pam- 
phlets, and public relations experts, or, as 
we sometimes call them, the Federal flood 
of flicks, flacks, and foldouts. [Laughter] 

We’re cutting the size of the Federal pay- 
roll by 75,000 over the next few years and 
are fighting to dismantle the Department of 
Energy and the Department of Education, 
agencies whose policies have frequently 
been exactly the opposite of what we need 
for real energy growth and sound education 
for our children. 

Even now, less than 5 months after our 
program took full effect, we’ve seen the 
first signs of recovery. In January, leading 
economic indicators like housing permits 
showed an upturn. By 1983 we will begin 
bringing down the percentage of the gross 
national product consumed by both the 
Federal deficit and by Federal spending 
and taxes. 

Our situation now is in some ways similar 
to that which confronted the United States 
and other Western nations shortly after 
World War II. Many economists then were 
predicting a return to depression once the 
stimulus of wartime spending was ended. 
But people were weary of wartime govern- 
ment controls, and here and in other na- 
tions like West Germany, those controls 
were eliminated against the advice of some 
experts. At first, there was a period of hard- 
ship—higher unemployment and declining 
growth. In fact, in 1946, our gross national 
product dropped 15 percent, but by 1947, 
the next year, it was holding steady and in 
1948 increased by 4 percent. Unemploy- 
ment began a steady decline. And in 1949 
consumer prices were decreasing. A lot of 
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the experts underestimated the economic 
growth that occurs once government stops 
meddling and the people take over. Well, 
they were wrong then, and they’re wrong 
now. : 

The job of this administration and of the 
Congress is to move forward with additional 
cuts in the growth of Federal spending and 
thereby ensure America’s economic recov- 
ery. We have proposed budget cuts for 
1983, and our proposals have met with cries 
of anguish. And those who utter the cries 
are equally anguished because there will be 
a budget deficit. They’re a little like a dog 
sitting on a sharp rock howling with pain, 
when all he has to do is get up and move. 
[Laughter] 

On the spending cuts now before the 
Congress and those tax reductions we've al- 
ready passed for the American people, let 
me state we’re standing by our program. 
We will not turn back or sound retreat. 

You know, if I could just interject here, 
some of those people who say we must 
change direction when we've only been on 
this new direction for 5 months—and it’s 
only the first limited phase of the whole 
program—it was described pretty well by 
Mickey Edwards, sitting right here, while 
we were having dinner. He said, “If you 
were sliding downhill on a snowy hill, and 
you know there’s a cliff down there ahead 
of you at the bottom and suddenly there’s a 
road that turns off to the right,” he said, 
“you don’t know where that road to the 
right goes, but,” he says, “you take it.” 
[Laughter] We know where that other one 
goes. [Laughter] 

In the discussion of Federal spending, the 
time has come to put to rest the sob-sister 
attempts to portray our desire to get gov- 
ernment spending under control as a hard- 
hearted attack on the poor people of Amer- 
ica. In the first place, even with the econo- 
mies that we’ve proposed, spending for en- 
titlements—benefits paid directly to indi- 
viduals—will actually increase by one-third 
over the next 5 years. And in 1983 nonde- 
fense items will amount to more than 70 
percent of total spending. 

As Dave Stockman pointed out the other 
day, we're still subsidizing 95 million meals 
a day, providing $70 billion in health care 
to the elderly and poor, some 47 million 
people. Some 10 million or more are living 
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in subsidized housing. And we’re still pro- 
viding scholarships for a million and a half 
students. Only here in this city of Oz would 
a budget this big and this generous be char- 
acterized as a miserly attack on the poor. 
[Laughter] 

Now, where do some of these attacks 
originate? They’re coming from the very 
people whose past policies, all done in the 
name of compassion, brought us the current 
recession. Their policies drove up inflation 
and interest rates, and their policies stifled 
incentive, creativity, and halted the move- 
ment of the poor up the economic ladder. 
Some of their criticism is perfectly sincere. 
But let’s also understand that some of their 
criticisms comes from those who have a 
vested interest in a permanent welfare con- 
stituency and in government programs that 
reinforce the dependency of our people. 

Well, I would suggest that no one should 
have a vested interest in poverty or 
dependency, that these tragedies must 
never be looked at as a source of votes for 
politicians or paychecks for bureaucrats. 
They are blights on our society that we 
must work to eliminate, not institutionalize. 

Now, there are those who will always re- 
quire help from the rest of us on a perma- 
nent basis, and we'll provide that help. To 
those with temporary need, we should have 
programs that are aimed at making them 
self-sufficient as soon as possible. How can 
limited government and fiscal restraint be 
equated with lack of compassion for the 
poor? How can a tax break that puts a little 
more money in the weekly paychecks of 
working people be seen as an attack on the 
needy? 

Since when do we in America believe 
that our society is made up of two diametri- 
cally opposed classes—one rich, one poor— 
both in a permanent state of conflict and 
neither able to get ahead except at the ex- 
pense of the other? Since when do we in 
America accept this alien and discredited 
theory of social and class warfare? Since 
when do we in America endorse the politics 
of envy and division? 

When we reformed the welfare system in 
California and got the cheaters and the un- 
deserving off the welfare rolls, instead of 
hurting the poor, we were able to increase 
their benefits by more than 40 percent. By 
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reducing the cost of government, we can 
continue bringing down inflation, the cruel- 
est of all economic exploitations of the poor 
and the elderly. And by getting the econo- 
my moving again, we can create a vastly 
expanded job market that will offer the 
poor a way out of permanent dependency. 

So, let’s tell the American people the 
truth tonight and next fall about our eco- 
nomic recovery program. It isn’t for one 
class or group. It’s for all Americans—work- 
ing people, the truly needy, the rich and 
the poor. 

One man who held this office, a Presi- 
dent vastly underrated by history, Calvin 
Coolidge, pointed out that a nation that is 
united in its belief in the work ethic and its 
desire for commercial success and economic 
progress is usually a healthy nation, a nation 
where it is easier to pursue the higher 
things in life like the development of sci- 
ence, the cultivation of the arts, the explo- 
ration of the great truths of religion and 
higher learning. 

In arguing for economy in government, 


President Coolidge spoke of the burden of 


excessive government. He said, “I favor a 
policy of economy, not because I wish to 
save money, but because I wish to save 
people. The men and women of this coun- 
try who toil are the ones who bear the cost 
of the government. Every dollar that we 
carelessly waste means that their life will be 
so much [the] more meager. Every dollar 
that we save means that their life will be so 
much the more abundant. Economy is ide- 
alism in its most practical form.” And this is 
the message we conservatives can bring to 
the American people about our economic 
program. Higher productivity, a larger gross 
national product, a healthy Dow Jones aver- 
age—they are our goals and are worthy 
ones. 

But our real concerns are not statistical 
goals or material gain. We want to expand 
personal freedom, to renew the American 
dream for every American. We seek to re- 
store opportunity and reward, to value 
again personal achievement and individual 
excellence. We seek to rely on the ingenu- 
ity and energy of the American people to 
better their own lives and those of millions 
of others around the world. 

We can be proud of the fact that a 
conservative administration has pursued 


these goals by confronting the Nation's eco- 
nomic problems head-on. At the same time, 
we dealt with one other less publicized but 
equally grave problem: the serious state of 
disrepair in our national defenses. 

The last Democratic administration had 
increased real defense spending at a rate of 
3.3 percent a year. You know how much 
inflation was, so they were actually losing 
ground. By 1980 we had fighter planes that 
couldn’t fly, Navy ships that couldn’t leave 
port, a Rapid Deployment Force that was 
neither rapid nor deployable and not much 
of a force. : 

The protection of this Nation’s security is 
the most solemn duty of any President, and 
that’s why I’ve asked for substantial in- 
creases in our defense budget—substantial, 
but not excessive. 

In 1962 President Kennedy’s defense 
budget amounted to 44 percent of the 
entire budget. Ours is only 29 percent. In 
1962 President Kennedy’s request for mili- 
tary spending was 8.6 percent of the gross 
national product. Ours is only 6.3 percent. 
The Soviet Union outspends us on defense 
by 50 percent, an amount equal to 15 per- 
cent of their gross national product. During 
the campaign I was asked any number of 
times: If I were faced with a choice of bal- 
ancing the budget or restoring our national 
defenses, what would I do? Every time I 
said, “Restore our defenses.” And 
time I was applauded. 

So, let me be very clear. We will press for 
further cuts in Federal spending. We will 
protect the tax reductions already passed. 
We will spend on defense what is necessary 
for our national security. I have no inten- 
tion of leading the Republican Party into 
next fall’s election on a platform of higher 
taxes and cut-rate defense. If our opponents 
want to go to the American people next fall 
and say, “We're the party that refused to 
cut spending, we're the party that tried to 
take away your tax cuts, we're the party 
that wanted a bargain-basement military 
and held a fire sale on national security,” 
let’s give them all the running room they 
want. [Laughter] 

There are other matters on the political 
agenda for this coming year, matters I 
know that you’ve been discussing during 
the course of this conference. I hope one of 


every 
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them will be our attempt to give govern- 
ment back to the people. One hundred and 
thirty-two Federal grants-in-aid in 1960 
have grown to over 500 in 1981. Our feder- 
alism proposal, as Mickey Edwards told you, 
would return the bulk of these programs to 
State and local governments, where they 
can be made more responsive to the 
people. 

We're deeply committed to this program, 
because it has its roots in deep conservative 
principles. We've talked a long time about 
revitalizing our system of federalism. Now, 
with a single, bold stroke, we can restore 
the vigor and health of our State and local 
governments. This proposal lies at the heart 
of our legislative agenda for the next year, 
and we'll need your active support in get- 
ting it passed. 

There are other issues before us. This ad- 
ministration is unalterably opposed to the 
forced busing of schoolchildren, just as we 
also support constitutional protection for 
the right of prayer in our schools. And 
there is the matter of abortion. We must 
with calmness and resolve help the vast ma- 
jority of our fellow Americans understand 
that the more than 1% million abortions 
performed in America in 1980 amount to a 
great moral evil, an assault on the sacred- 
ness of human life. 

And, finally, there’s the problem of crime, 
a problem whose gravity cannot be under- 
estimated. This administration has moved in 
its appointments to the Federal bench and 
in its legislative proposals for bail and 
parole reform to assist in the battle against 
the lawless. But we must always remember 
that our legal system does not need reform 
so much as it needs transformation. And 
this cannot occur at just the Federal! level. 
It can really occur only when society as a 
whole acknowledges principles that lie at 
the heart of modern conservatism. Right 
and wrong matters, individuals are responsi- 
ble for their actions. Society has a right to 
be protected from those who prey on the 
innocent 

This then is the political agenda before 
us. Perhaps more than any group, your 
grassroots leadership, your candidate re- 
cruitment and training programs, your long 
years of hard work and dedication have 
brought us to this point and made this 
agenda possible. 
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We live today in a time of climactic strug- 
gle for the human spirit, a time that will tell 
whether the great civilized ideas of individ- 
ual liberty, representative government, and 
the rule of law under God will perish or 
endure. 

Whittaker Chambers, who sought ideal- 
ism in communism and found only disillu- 
sionment, wrote very movingly of his 
moment of awakening. It was at breakfast, 
and he was looking at the delicate ear of his 
tiny baby daughter, and he said that, sud- 
denly, looking at that, he knew that 
couldn’t just be an accident of nature. He 
said, while he didn’t realize it at the time, 
he knows now that in that moment God 
had touched his forehead with his finger. 

And later he wrote, “For in this century, 
within the next decades, will be decided for 
generations whether all mankind is to 
become Communist, whether the whole 
world is to become free, or whether in the 
struggle civilization as we know it is to be 
completely destroyed or completely 
changed. It is our fate to live upon that 
turning point in history.” 

We've already come a long way together. 
Thank you for all that you’ve done for me, 
for the common values we cherish. Join me 


. in a new effort, a new crusade. 


Nostalgia has its time and place. Coming 
here tonight has been a sentimental journey 
for me, as I’m sure it has been for many of 
you. But nostalgia isn’t enough. The chal- 
lenge is now. It’s time we stopped looking 
backward at how we got here. We must ask 
ourselves tonight how we can forge and 
wield a popular majority from one end of 
this country to the other, a majority united 
on basic, positive goals with a platform 
broad enough and deep enough to endure 
long into the future, far beyond the lifespan 
of any single issue or personality. 

We must reach out and appeal to the 
patriotic and fundamental ideals of average 
Americans who do not consider themselves 
“movement” people, but who respond to 
the same American ideals that we do. I’m 
not talking about some vague notion of an 
abstract, amorphous American mainstream. 
Im talking about Main Street Americans 
in their millions. They come in all sizes, 
shapes and _ colors—blue-collar workers, 
blacks, Hispanics, shopkeepers, scholars, 
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service-people, housewives, and professional 
men and women. They are the backbone of 
America, and we can’t move America with- 
out moving their hearts and minds as well. 

Fellow Americans, our duty is before us 
tonight. Let us go forward, determined to 
serve selflessly a vision of man with God, 
government for people, and humanity at 
peace. For it is now our task to tend and 
preserve, through the darkest and coldest 
nights, that “sacred fire of liberty” that 
President Washington spoke of two centu- 
ries ago, a fire that tonight remains a 
beacon to all the oppressed of the world, 
shining forth from this kindly, pleasant, 
greening land we call America. 

God bless you, and thank you 


Note: The transcripts of the remarks were not 
available in time for inclusion in last 
week's issue 


Generalized System of Preferences for 
Developing Nations 
Executive Order 12349. February 26, 1982 
AMENDING THI 
PREFERENCES 

By virtue of the authority vested in me 
by the Constitution and statutes of the 
United States of America, including Title \ 
of the Trade Act of 1974 (88 Stat. 2066, 19 
U.S.C. 2461 et seq.) as amended, and Sex 
tion 604 of the Trade Act of 1974 (88 Stat 
2073, 19 U.S.C. 2483), and as President of 
the United States of America, in order to 
make technical corrections in Executive 
Order No. 11888, of November 24, 1975, as 
amended, and to make conforming modifi- 
cations to the Tariff Schedules of the United 
States (TSUS) (19 U.S.C. 1202), it is hereby 
ordered as follows: 

Section I. Annex II of Executive Order 
No. 11888 of November 24, 1975, as 
amended, listing articles that are eligible for 
benefits of the GSP when imported from 
any designated beneficiary developing 
country, is further amended by deleting 
items 306.52, 385.45, 606.11, and 687.65 
and adding item 687.72, in numerical se- 
quence. 


GENERALIZED SYSTEM. O} 


Sec. 2. In order to make technical correc- 
tions to the TSUS, headnotes 2(b) and 4 of 
subpart A, part 6 of schedule 7 of the TSUS 
are modified by deleting in each such head- 
note “and 740.10" and _ substituting 
“through 740.15” in lieu thereof. 

Sec. 3. The amendments made by this 
Order shall be effective with respect to arti- 
cles both: (1) imported on and after January 
1, 1976, and (2) entered, or withdrawn from 
warehouse for consumption, on and after 


January 1, 1982. 


Ronald Reagan 
The White House, 
February 26, 1982. 
[Filed with the Office of the Federal Regis- 
ter, 11:20 a.m., March 1, 1982) 


Note: The text of the Executive order was 
released by the Office of the Press Secretary 
on February 27 


National Commission on Social Security 


Reform 


Letter to the Chairman and Commission 
Members. February 27, 1982 


Dear Chairman Greenspan and Commis- 
sion Members: 

As you convene for the first time today, 
the Nation will be watching with great in- 
terest the work and progress of the National 
Commission on Social Security Reform. As I 
wrote to you at the time you agreed to 
serve, I can think of no more important 
domestic problem requiring resolution than 
restoring the integrity of Social Security and 
to do so without penalty to those dependent 
on the programs. 

Every American, of every age, has an im- 
portant stake in the success of your work. 
Each of you comes to this Commission from 
a position in government or the private 
sector through which you can make possible 
the successful implementation of a truly bi- 
partisan solution to this great national prob- 
lem. 

This Commission is the product of the 
leadership of both parties of both houses of 
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the Congress as much as it is mine. There- 

fore, on behalf of all Americans I wish you 

success as you begin your deliberations. 
Sincerely, 


Ronald Reagan 


[Chairman Alan Greenspan and Members of the 
National Commission on Social Security Reform] 


Women’s History Week, 1982 





Proclamation 4903. February 26, 1982 


By the President of the United States 
of America 





A Proclamation 

American women of every race, creed 
and ethnic background helped found and 
build our Nation in countless recorded and 
unrecorded ways. As pioneers, teachers, 
mothers, homemakers, soldiers, nurses and 
laborers, women played and continue to 
play a vital role in American economic, cul- 
tural and social life. In science, business, 
medicine, law, the arts and the home, 
women have made significant contributions 
to the growth and development of our land. 
Their diverse service is among America’s 
most precious gifts. 

As leaders in public affairs, American 
women not only worked to secure their 
own rights of suffrage and equal opportuni- 
ty but also were principal advocates in the 
abolitionist, temperance, mental health 
reform, industrial labor and social reform 
movements, as well as the modern civil 
rights movement. Their dedication and 
commitment heightened awareness of our 
society's needs and _ accelerated our 
common efforts to meet those needs. 

As volunteers, women have provided in- 
valuable service and leadership in American 
charitable, philanthropic and cultural en- 
deavors. And, as mothers and homemakers, 
they remain instrumental in preserving the 
cornerstone of our Nation’s strength—the 
family. 

In 1981, the Congress by joint resolution 
(P.L. 97-28, August 4, 1981) designated the 
week beginning March 7, 1982, as 
“Women’s History Week” and asked the 
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President to issue a proclamation to com- 
memorate and encourage the study, observ- 
ance and celebration of the vital role of 
women in American history. In formally ac- 
knowledging the achievements of women, 
we honor a vital part of our common heri- 
tage. 

Now, Therefore, I, Ronald Reagan, Presi- 
dent of the United States of America, do 
hereby proclaim the week beginning March 
7, 1982, as Women’s History Week. Recog- 
nizing that the many contributions of 
American women have at times been over- 
looked in the annals of American history, I 
encourage all citizens to observe this impor- 
tant week by participating in appropriate 
ceremonies and activities planned by indi- 
viduals, governmental agencies, and private 
institutions and associations throughout the 
country. 

In Witness Whereof, I have hereunto set 
my hand this 26th. day of Feb in the year 
of our Lord nineteen hundred and eighty- 
two, and of the Independence of the United 
States of America the two hundred and 
sixth. 


Ronald Reagan 


[Filed with the Office of the Federal Regis- 
ter, 11:21 a.m., March 1, 1982) 


Note: The text of the proclamation was re- 
leased by the Office of the Press Secretary 
on March 1. 


Mushroom Imports and Corrections to 
the Tariff Schedules of the United 
States 





Proclamation 4904. February 27, 1982 





TERMINATION OF INCREASED RATES OF 
DUTY ON CERTAIN MUSHROOMS AND 
TECHNICAL CORRECTIONS IN THE TARIFF 
SCHEDULES OF THE UNITED STATES 


By the President of the United States 
of America 
A Proclamation 


1. By Proclamation 4801 of October 29, 
1980, the President proclaimed increased 
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duties on certain types of mushrooms, pre- 
pared or preserved, provided for in item 
144.20 of the Tariff Schedules of the United 
States (TSUS) (19 U.S.C. 1202). These in- 
creased duties were to be effective from 
November 1, 1980, through October 31, 
1983, unless modified or terminated earlier. 
This action was taken under the following 
legal provisions: sections 202(b), 202(c), 203, 
and 604 of the Trade Act of 1974 (the 
Trade Act) (19 U.S.C. 2252(b), 2252/(c), 2253, 
and 2483). 

2. I have determined, pursuant to section 
203(hX4) of the Trade Act (19 U.S.C. 
2253(h\4)), after taking into account the 
advice of the U.S. International Trade Com- 
mission and after seeking the advice of the 
Secretary of Commerce and the Secretary 
of Labor as required by that section, that it 
is in the national interest to terminate the 
increased rates of duty currently in effect 
on imports of certain mushrooms now pro- 
vided for in item 922.55 of the TSUS and to 
retain the increased rates of duties on im- 
ports of other mushrooms now provided for 
in that item. 

3. I have further determined that certain 
technical corrections to the TSUS are neces- 


sary to embody therein, pursuant to section 
604 of the Trade Act (19 U.S.C. 2483), the 
substance of relevant provisions of actions 


undertaken within the authority of the 
Trade Act; and that, pursuant to section 
301, title 3 of the United States Code, re- 
sponsibility for arranging for the certifica- 
tion by foreign government officials of “cer- 
tified hand-loomed and folklore” products 
be assigned to the United States Trade Rep- 


resentative, and that pending completion of 


such arrangements, the detailed description 
contained in the definition of such products 
be removed from the TSUS. I have further 
determined that TSUS item 141.84, “kidney 
beans in airtight containers” established by 
Presidential Proclamation 4707 of Decem- 
ber 11, 1979, has no classification effect 
since kidney beans were already provided 
for at a superior level in the classification 
hierarchy of the TSUS. 

Therefore, pursuant to section 604 of the 
Trade Act (19 U.S.C. 2483), to make a tech- 
nical correction to the TSUS, I have deter- 
mined that TSUS item 141.84 should be de- 
leted from the tariff schedules. 


4. By Proclamation 4768 of June 28, 1980, 
the President modified the TSUS by adding 
numerous provisions to schedule 4 thereof 
for “products provided for in the Chemical 
Appendix to the Tariff Schedules” and by 
adding a Chemical Appendix to the TSUS. 
This action was taken under the authority 
of section 503(ay1) of the Trade Agree- 
ments Act of 1979 (93 Stat. 251). The 
Chemical Appendix lists chemicals and 
products which the President has deter- 
mined were imported into the United 
States before January 1, 1978, or were pro- 
duced in the United States before May 1, 
1978. I have determined pursuant to sec- 
tion 604 of the Trade Act (19 U.S.C. 2483), 
that certain products included in the 
Chemical Appendix are properly classifiable 
in other items in schedule 4 of the TSUS, 
that their inclusion in the Chemical Appen- 
dix was a technical error of no classification 
effect, and that these products should there- 
fore be deleted from the Chemical Appen- 
dix to the TSUS. 

5. By Proclamation 4884 of November 13, 
1981, the President proclaimed increased 
duties on certain high-carbon ferrochro- 
mium, provided for in TSUS item 607.31, 
effective through November 15, 1982. This 
action was taken under the authority of sec- 
tion 203 of the Trade Act (19 U.S.C. 2253). 
A technical error was made in incorporat- 
ing these increased rates in the TSUS, in 
that the measure of assessment was incom- 
plete. 

6. By Proclamation 4887 of December 23, 
1981, the President proclaimed import fees 
on certain sugars, sirups, and molasses, pro- 
vided for in TSUS items 155.20 and 155.30. 
These import fees were imposed under the 
authority of section 22 of the Agricultural 
Adjustment Act, as amended (7 U.S.C. 624), 
and were made effective as of December 
24, 1981. A technical error was made in 
incorporating these import fees in the 
TSUS, in that the measure of assessment 
was incomplete. 

Now, Therefore, I, Ronald Reagan, Presi- 
dent of the United States of America, acting 
under the authority vested in me by the 
Constitution and the statutes of the United 
States, including sections 203 and 604 of the 
Trade Act (19 U.S.C. 2253 and 2483), sec- 
tion 22 of the Agricultural Adjustment Act, 
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as amended (7 U.S.C. 624), and in accord- 
ance with Article XIX of the General 
Agreement on Tariffs and Trade (GATT) 
(61 Stat. (pt. 5) A58; 8 UST (pt. 2) 1786), do 
proclaim that— 

(1) Part I of Schedule XX to the GATT is 
modified to take into account the actions 
taken in paragraphs (5) and (6) below and in 
the Annexes to this proclamation. 

(2) The TSUS is modified as set forth in 
the Annexes to this proclamation. 

(3) Annexes II and III to Presidential 
Proclamation 4707 of December 11, 1979, 
are amended as provided in Annex II to 
this proclamation. 

(4) Annex II to Presidential Proclamation 
4768 of June 28, 1980, is amended as pro- 
vided in Annex II to this proclamation. 

(5) Subpart A, part 2 of the Appendix to 
the TSUS is amended by inserting, in the 
columns titled Rates of Duty 1 and 2 of 
item 923.18, the symbol “¢” after “4.625” 
in each column. This modification is effec- 
tive as to articles entered, or withdrawn 
from warehouse for consumption, on or 
after November 16, 1981. 

(6) Part 3 of the Appendix to the TSUS is 
amended by inserting, in the column enti- 
tled Rates of Duty (Section 22 fees) for 
items 956.05, 956.15, and 957.15, the 
symbol “¢” after the numeral which pre- 
cedes the word “per” in each such item. 
This modification is effective as to articles 
entered, or withdrawn from warehouse for 
consumption, on or after December 24, 
1981. 

(7) The modifications of Part I of Sched- 
ule XX to the GATT and of the Appendix 
to the TSUS made by Annex I hereto shall 
be effective as to articles entered, or with- 
drawn from warehouse for consumption, on 
or after March 1, 1982, and before the close 
of October 31, 1983, unless the period of 
their effectiveness is earlier expressly sus- 
pended, terminated, or modified. 

(8) The remaining modifications made by 
paragraphs (1), (2), (3), and (4) hereof shall 
be effective as to articles entered, or with- 
drawn from warehouse for consumption, on 
or after the third day following publication 
of this proclamation'in the Federal Register. 

In Witness Whereof, I have hereunto set 
my hand this 27th day of Feb., in the year 
of our Lord nineteen hundred and eighty- 
two, and of the Independence of the United 


States of 
sixth. 


America the two hundred and 


Ronald Reagan 


[Filed with the Office of the Federal Regis- 
ter, 11:53 a.m., March 1, 1982] 


Note: The annexes to the proclamation are 
printed in the Federal Register of March 2, 
1982. 

The text of the proclamation was released 
by the Office of the Press Secretary on 
March 1. 


Tenth Anniversary of the Shanghai 
Communique 


Exchange of Letters With Premier Zhao 
Ziyang of the People’s Republic of China. 
February 28, 1982 


Dear Mr. Premier: 

Ten years ago today the United States of 
America and the People’s Republic of 
China issued the Shanghai Communique. In 
the ensuing decade, and particularly since 
the establishment of full diplomatic rela- 
tions between the two countries on January 
1, 1979, our relations with your government 
and people have greatly expanded, and our 
contacts have embraced almost all areas of 
human endeavor. 

Our bilateral ties now encompass trade, 
banking, maritime affairs, civil aviation, ag- 
riculture, educational and scientific ex- 
change, technology transfer and many other 
fields. Well over one-hundred thousand 
Americans and Chinese now flow back and 
forth between the two countries each year, 
and our relations continue to develop 
through both people-to-people and diplo- 
matic channels. 

These concrete manifestations of good re- 
lations between the people of the United 
States and China are not only in the inter- 
ests of the two countries; They enhance the 
prospects for peace and stability throughout 
the Asia-Pacific region, and beyond. 

As we enter the second decade since the 
issuance of the Shanghai Communique, our 
desire is to build an even stronger bilateral 
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and strategic framework for long term 
friendship between our two nations. It is 
appropriate for me, at this time, to reaffirm 
the positions agreed to by both sides in the 
Shanghai Communique and the Joint Com- 
munique on the Establishment of Diploma- 


tic Relations between the United States of 
Republic of 


America and the People’s 
China and to declare my government’s will- 
ingness to work with our counterparts in 
Beijing to overcome differences and deepen 
U.S.-China ties. 

On behalf of the American people, | 
extend the hand of friendship and warmest 


wishes to the government and people of 


China on this historic anniversary. 
Sincerely, 
Ronald Reagan 
{His Excellency Zhao Ziyang, Premier of the 


State Council of the People’s Republic of China, 
Beijing. ] 


Esteemed Mr. President: 

On the occasion of the tenth anniversary 
of the issuance of the Joint Communique in 
Shanghai by the People’s Republic of China 
and the United States of America, I wish to 
extend, on behalf of the Chinese Govern- 
ment and people and in my own name, our 
cordial regards and good wishes to Your Ex- 


cellency and the government and people of 


the United States. 

The Joint Communique issued by China 
and the United States a decade ago was a 
historic document, which started the proc- 
ess of normalization of relations between 
China and the United States and subse- 
quently led to the establishment of diplo- 
matic relations between them. During this 
period, our two sides have had extensive 
contacts and exchanges in many fields, thus 
enhancing the understanding between the 
governments and deepening the friendship 


between the peoples. The development of 


Sino-U.S. relations is not only in the funda- 
mental interests of our two peoples, but also 
conducive to the maintenance of peace and 
stability in Asia and the world as a whole 

Both the Chinese and American peoples 
hope that Sino-U.S. relations will continue 
to move ahead in the years to come. I be- 
lieve that these relations will continue to 


develop so long as both governments 
adhere to the principles jointly established 
in the Shanghai Communique and the 
Communique on the Establishment of Sino- 
U.S. Diplomatic Relations and overcome the 
obstacles currently existing in the relations 
between the two countries. The Chinese 
Government is willing to make efforts to- 
gether with the U.S. Government towards 
this end. 
Sincerely, 


Zhao Ziyang 

Premier of the State Council of the 
People’s Republic of China 
Beijing, February 28, 1982 


Note: The texts of the letters were released 
by the Office of the Press Secretary on 
March 1. 


The State of Small Business 


Remarks at a White House Briefing for 
Small Business Leaders. March 1, 1982 


We just made another mistake we make 
too often in there—that’s why I’m late. I 
apologize. We scheduled a meeting with 
Members of the Congress that was then to 
end in time for me to get here on time. 
And I have learned in this year and few 
months here that we should always leave an 
empty space behind a meeting with the 
Members of the Congress, because it'll 
always run over. [Laughter] 

Well, thank you very much for a very 
warm welcome, and we're delighted you 
could all come for these briefings and for 
the signing of this first report on the state 
of small business. We'll be urging the Con- 
gress to read and act on the report, not 
bury it, and you have my pledge that small 
business will never be relegated to a back 
seat, not in this administration. 

We're not members of that Washington 
fraternity that believes that profits for busi- 
ness are dirty, but profits for government 
should be guaranteed. Nor am I a pessimist, 
as you can see in the report. I happen to 
believe that with help from our program, 
small business will not only survive, but 
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you'll lead us to economic recovery, and 
you will make this great country number 
one again. I have confidence in you and in 
our program, because I think the two of 
you were made for each other. Our pro- 
gram is about rebuilding America, and 
America is small business. 

You know, I said last year that those who 
claim America has no heroes just don’t 
know where to look. I think entrepreneurs 
are the forgotten heroes of America. Most 
of them contribute far more to this country 
than they get back, and they rarely receive 
the recognition they deserve. When you're 
talking about the strength and character of 
America, you're talking about the small 
business community, about the owners of 
that store down the street, the faithful who 
support their churches and defend their 
freedom, and all the brave men and women 
who are not afraid to take risks and invest 
in the future to build a better America. 

Entrepreneurs have always been there as 
nation builders and community builders. 
From the beginning it was little people 
with big dreams who sparked the revolt 
against taxation and regulation and led the 
fight for our independence. They and 
future generations pushed back the frontier 
and developed our incredible land of 
plenty. 

You know, when you stop to think, when 
we opened the West, it was a people that 
were willing to hitch up that wagon and 
start out across those prairies, bet the house 
and farm and all the family on the outcome. 
They didn’t have an area redevelopment 
plan or urban renewal going for them, they 
just headed out there and said they’d make 
it. And always they were striving to create, 
to build, to succeed, and excel. Sometimes 
they failed, but in America you could pick 
yourself up and try again, a little wiser than 
you were the first time. 

We got into trouble when we started 
turning our backs on this great heritage. 
We forgot that government should work for 
us rather thar the other way around. Win- 
ston Churchill, I think, summed it up. He 
said that “some see private enterprise as a 
predatory target to be shot at, others as a 
cow to be milked. But few are those who 
see it as the sturdy horse pulling the 
wagon.” Well, I believe the business 
community’s been milked and shot at long 
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enough. It’s time to go back to common 
sense and set you free to do what you do 
best. 

I just have to interject here a little inci- 
dent that happened to me in the first real 
ranch that I ever—after dreaming of it— 
owned. So, I had 50 head of steers, grazer 
cattle there. And one day I got a notifica- 
tion from the State that I was to get them 
all in a corral, because the State veterinar- 
ians were going to come in and check 
them. I was in a brucellosis area. 

Well now, brucellosis is a disease that af- 
fects cows’ milk, none of which steers have. 
[Laughter] And so, at great effort and sweat 
we got them in the corral. And then they 
came, and every one of them had to be run 
into a squeeze chute for the examination 
and the shot. And I was kind of curious 
about this—({/aughter|—and I said to the 
doctor, I said, “Well, tell me, if you found 
brucellosis here in any of them, what hap- 
pens?” Well, then, he says, “You have to sell 
them.” And I said, “Have to sell them?” He 
says, “Yes.” He said, “It doesn’t affect the 
beef. So,” he said, “you’d sell them.” And 
then he said, “You’d get $75 in State and 
Federal bonus for having to sell them.” 

And I said, “Wait a minute, let me get 
this straight.” [Laughter] I said, “I sell 
them, and I get to keep the money I sell 
them for, plus $75 a head for every one 
that I sell?” And he said, “Yes.” And I said, 
“I only have one more question. Where can 
I find a lot of cattle with brucellosis?” 
[Laughter] 

You know, it’s small business—to go on 
with my remarks—not the Federal Govern- 
ment, which creates four out of every five 
new jobs, employs more than half the work 
force, provides the livelihood for some 100 
million Americans, and gives us new tech- 
nology and real hope for our future—and 
that’s not bad. It’s small business, not the 
Federal Government, which can best re- 
build our inner cities and help those at the 
bottom of the ladder begin their climb to 
the stars. And that’s what the enterprise 
zones are all about. 

Small business people produce big prog- 
ress, and they deserve a “must-be-given pri- 
ority” consideration in the making of eco- 
nomic policy. You and I know the root 
cause of our problems—government has 
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been spending and taking too much of the 
gross national product for itself. Savings on 
the part of individuals have been lower in 
America than in any other industrial state. 
So, we haven’t had the capital pool we need 
to finance government spending and still 
make funds available for home mortgages 
and business investment. We resorted to 
more and more borrowing, financed by too 
much easy money. Inflation and interest 
rates zoomed, and growth sputtered. The 
entire business community has been hurt. 
But small business is most vulnerable and 
has been hurt the most. 

Last year, thanks to your support, we 
began the long overdue reforms that will 


lead us back to prosperity. The chorus of 


criticism we're now hearing rings a little 
hollow when you know the truth. We 
haven’t slashed government spending. We 
just slowed it’s growth by cutting nearly in 
half the inflationary increase in spending, 
which was at a rate of 17 percent a year in 
1980. Nor have we cut our regulations. But 
under the leadership of Vice President 
Bush, I’m proud to say we've cut by a third 
the increase in new regulations. 

And despite everything you hear, we 
didn’t pass massive tax cuts. Our tax pro- 
gram will barely offset a built-in tax in- 
crease of some $300 billion condoned by 
my predecessor. Our tax program provides 
real help for the small business community, 
and I believe it will prove to be one of the 
best things we’ve done for our economy 
and our people. It’s the first time in nearly 
20 years that you’ve even had the hope of 
getting ahead. 

Americans now have powerful incentives 
to save, which will replenish our capital 
pool and help bring down interest rates. 
The provisions for accelerated depreciation 
will benefit small business firms ranging 
from agriculture to construction—retailing, 
real estate, services, and wholesale. The 25- 
percent reduction in personal tax rates 
could easily be called a small business tax 
cut—at least 85 percent of all U.S. firms pay 
their taxes by personal rates, not the corpo- 
rate rates. So, they have a real stake in that 
part of the program. And of special interest, 
I would think, to farmers and family busi- 
nesses, the estate tax exemption will in- 
crease to $600,000 by 1987, and of even 


greater help, there will be no estate tax for 
a surviving spouse. 

Now, some in the media have said the 
business community doubts the wisdom of 
our program. Well, since I know they never 
write or say anything that isn’t true— 
[/aughter|—I wondered if I might ask a few 
questions of all of you. 

Federal spending tripled in the last 
decade alone. Would you agree that by 
trying to break runway spending, by trying 
to control the so-called uncontrollables, that 
we are doing the right thing and that we 
should stick to it? [Applause] 1 should have 
brought those Members of Congress with 
me. [Laughter] 

Taxes on the people doubled between 
1976 and 1981 and would have increased 
another $300 billion between 1981 and ‘84 
except for our tax program. Would you 
agree that by trying to help working fami- 
lies keep their heads above water and not 
tax them like millionaires, that we are doing 
the right thing and that we should stick 
with it? [Applause] 

Our program didn’t even go into effect 
until after the recession had started. Obvi- 
ously, it couldn’t have been the cause of the 
recession as some would have you believe. 
The fact is when you compare the economy 
now with when we took office—inflation 
down dramatically, averaging about 4% 
percent for the last 3 months; interest rates 
down 20 percent and headed lower; and 
the savings rate reversing its plunge of the 
last several years with even stronger incen- 
tives to save beginning in just this last Janu- 
ary—would you agree that we are on the 
right road to recovery and that we should 
stick with it? [Applause] Thanks, I needed 
that. [Laughter] 

We're still not where we want to be, but 
we're much closer than we were. But now 
we're asked in the name of compromise to 
deal away the people’s tax cut even before 
they see it or enjoy it. Well, I believe we 
compromised enough when we delayed the 
tax cut to satisfy the Congress. If you'll re- 
member, we originally asked that it start a 
year ago last January, and we had to delay 
it first to July and then to October to finally 
get the rest of the program. We cut it in 
half the first installment. it was supposed to 
be 10 percent, and we cut it to 5. I believe 
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that it’s time for you and me and the 
American people to stand together and to 
tell the Congress, “No, you may not touch 
our tax cut.” 

We'll bring the deficit and the interest 
rates down, and we'll keep them down, but 
only by encouraging growth and reducing 
government's share of the gross national 
product. If we resort to that moth-eaten 
argument of raising taxes, we'll only destroy 
the incentives we need to stimulate savings 
and give government the excuse it needs to 
keep spending more than it should. It 
didn’t work in the past, and it won’t work 
now. So, I’m putting—not putting, I should 
say, my faith in higher taxes. I’m keeping it 
where it’s always been, in people like you 
out there beyond the Potomac and the 
principles that you stand and strive for. And 
it’s you who will rebuild America. 

President Calvin Coolidge, a man I great- 
ly admire, said, “In all our economic discus- 
sions we must remember that we cannot 
stop with the mere acquisition of wealth. 
The ultimate result is not the making of 
money, but the making of people. Industry, 
thrift, and self control are not sought be- 
cause they create wealth, but because they 
create character.” Well, you’ve lived the 
meaning of those words; you understand 
the challenge we face. It’s the power of 
millions like you that will make America 
great again. We’ve come so far together, 
let’s not stop now. 

And now I have the pleasure of signing 
this report and transmitting it to the Con- 
gress: “The State of Small Business: A 
Report of the President”’—Monday, March 
Ist, 1982. 

Thank God, and bless you all. 


Note: The President spoke at 2:38 p.m. in 
the East Room at the White House. 


The State of Small Business 


Annual Report to the Congress. 
March 1, 1982 


To the Congress of the United States: 
The success of the American economy is 
critically dependent upon preservation of 
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real opportunity for small business. Histori- 
cally, small business has provided much of 
the growth in jobs and innovation as well as 
being the supplier of services and deliverer 
of goods to virtually every farm, village, 
town and city in our nation Although there 
are many definitions of small business, the 
one agreed upon by the 1980 White House 
Conference on Small Business was that of 
businesses employing 500 employees or less. 
Currently, approximately 15 million busi- 
nesses, or 99 percent, of the total number 
of businesses fall into this category. 

Small businesses are a complex mixture of 
a wide variety of ownership types, sizes and 
locations. Published statistics from the In- 
ternal Revenue Service show that most 
small businesses are sole proprietorships. 
Still, significant numbers of partnerships 
and corporations are also smal!. Bureau of 
the Census statistics show that small busi- 
nesses appear in all industry categories: 
manufacturing, transportation, insurance, 
wholesale and retail trade, and every other 
kind of industry. Small businesses vary in 
size: many have no employees (reflecting 
either family-owned and operated or indi- 
vidually-owned and operated businesses); 
over two million have between one and 20 
paid employees. They are located all across 
our nation; many are in our large cities but 
a significant portion are in small towns. In 
truth, our small businesses are as diverse 
and disparate as our population. 

This Administration is committed to as- 
suring unrestricted access for small business 
to all segments of our economy. By unleash- 
ing small business from the burdens of un- 
necessary taxation and _ regulation, we 
enable men and women small business 
owners to increase their contributions to 
our society's economic and employment 
growth. In addition, we will continue to 
help expand the opportunities of today’s 
struggling business aspirants, disadvantaged 
ethnic and racial groups, and to blend their 
skills and abilities in creating a better life 
for themselves and a stronger America. 

It is the objective of this statement to 
describe how this Administration is estab- 
lishing an economic environment conducive 
to small business formation and growth. It 
first describes the economic contributions of 
small business. Second, it explores the foun- 
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dations of this Administration’s small busi- 
ness policies. And last, examines problems 
and policies of special interest to small busi- 
ness. 

This statement draws from the accompa- 
nying Report on Small Business and Com- 
petition which contains data and informa- 
tion provided by the Small Business Admin- 
istration. 


I. The Role of Small Business in the 
Economy 


The roots of the American economy are 
to be found in the history of small business. 
In America’s early years virtually all busi- 
nesses were small. It was not until the 
advent of the industrial revolution in this 
country that large businesses emerged to 
take advantage of economies of scale in pro- 
duction, distribution, and marketing. Since 
the 19th century, the share of our national 
output of goods and services accounted for 
by small business has declined. The decline 
leveled off during the 1950's, with small 
business responsible for producing just over 
half of all private production. In the early 
1960's, small business’ share began another 
decline, and today it is responsible for 
slightly less than half of the production of 
goods and services in our economy. Clearly, 
the recent turmoil experienced by our 
economy also has taken a toll on the for- 
tunes of small business. 

Despite these trends, small business plays 
a key role in the U.S. economy. The contri- 
butions of small business to innovation and 
employment have been particularly note- 
worthy. In 1976, research for the National 
Science Foundation showed small business 
had been a more prolific source of innova- 
tions per research and development dollar 
than medium or large business. Inventors 
have often chosen to market their innova- 
tions through small business. Small business 
is, after all, ideally suited for such ventures 
by virtue of its greater flexibility and great- 
er willingness to assume substantial risks in 
the pursuit of potentially large rewards. 

Most small firms are labor intensive, and 
over half of our labor force is currently em- 
ployed by small businesses. Small businesses 
remain among the leaders in employment 
creation. According to research at the Mas- 
sachusetts Institute of Technology, between 
1969 and 1976, more than 86 percent of 


new jobs were provided by small businesses 
employing fewer than 500 employees. Some 
eighty percent of new jobs were provided 
by firms having 100 employees or less. 
Almost 66 percent of the new jobs were 
provided by businesses with fewer than 20 
employees, and of the jobs provided by 
small businesses, 75 percent were attributa- 
ble to firms that were less than five years 
old. 

Small business has also played an impor- 
tant role in providing economic opportuni- 
ties for minorities and women, both as em- 
ployees and as entrepreneurs. Minority- 
owned business enterprises are predomi- 
nately small businesses. Minorities control 
about 4 percent of all businesses and are 
concentrated in industries affording easy 
entry such as retail trade, services, and con- 
struction. Women control about 5 percent 
of all businesses and are also in those indus- 
tries affording easy entry. 

Given our nation’s economic difficulties 
we cannot afford to ignore the resources 
and potential contributions of small business 
enterprises. Their innovative spirit, their 
flexibility to meet new challenges, are cru- 
cial to our economic progress. At the same 
time, the employment and entrepreneurial 
opportunities presented by this sector are 
too important to be less than fully realized. 
The bottom line is quite straightforward: 
America needs small business formation and 
growth. 


II. The Foundations of Small Business 
Policy 


United States 
growing fast 


The basic problem of the 
economy is that it is not 
enough. Since 1973, the U.S. economy has 
grown at a real rate of less than 2.4 per- 
cent, barely two-thirds of the 3.8 percent 
real growth rate experienced from 1950 to 
1973, and far below the 4.5 percent rate 
achieved between 1962 and 1969. Why are 
we not growing? An important reason is 
that sources of growth have been obstruct- 
ed by past Federal policy errors. Those 
errors involve the tax code and its interac- 
tion with inflation, the excessive appropri- 
ation of resources by the government, and 
distortions in the use of resources by unwise 
government intervention in the workings of 
the free market. 
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The fundamental tenets of small business 
policy are thus quite clear. Government 
should promote a strong, vibrant, private 
economy with policies that primarily rely 
upon free market forces to organize and 
allocate our economic resources. Economic 
growth and full employment must be re- 
stored while reducing inflation and interest 
rates, and, at the same time, Federal im- 
pediments to the free and efficient use of 
resources must be reduced or eliminated. 
The end result should be an economy char- 
acterized by free and open markets giving 
all of its participants the opportunity to con- 
tribute to, and share in, the high and rising 
standard of living such a system will pro- 
duce. 


The Economic Recovery Program 


The cornerstone of our initiative for the 
small business sector is our four-part Eco- 
nomic Recovery Program. No other set of 
actions by this government is as likely to 
correct the errors of the past and have such 
a pervasive and lasting positive effect on 
small business. It consists of the following: 

1. A cooperative effort with the inde- 

pendent Federal Reserve Board to 


achieve a moderate and steady mone- 
tary policy to end inflation. Our goal is 


to reduce high interest rates and 
remove disincentives produced by the 
interaction of inflation with the tax 
code. 

2. A regulatory reform program to reduce 
the inefficiencies and enormous costs 
that are holding back production and 
raising prices. 

An incentive-oriented tax policy de- 
signed to increase work effort, saving, 
and investment. 

A stringent budget policy designed to 
return resources to the private sector 
for investment and growth. 

Monetary policy has been aimed primar- 
ily at reducing inflation. Our goal is a mod- 
erate and steady growth of the money 
supply at rates consistent with stable prices. 
The excessive money growth of the 1970's 
has left us with double digit inflation. That 
inflation has increased interest rates to 
record levels. Lenders have had to add an 
inflation premium to the real interest rate 
in order to protect their principal from ero- 
sion. They have also had to add a risk pre- 
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mium to compensate for the increased un- 
certainty of sharp and sudden policy 
changes and wild market swings such as 
have occurred in the past three years. 

Generally high interest levels, coupled 
with wide swings in interest rates, have 
been a source of special concern for small 
business. More stable monetary policy is 
needed to make financial markets more 
predictable and to prevent discontinuities 
in the availability of capital. This will result 
in lower, less volatile interest rates. 

Regulatory relief is needed to reduce un- 
necessary costs imposed by government. 
Government regulations, including paper- 
work, have become a major source of 
market interference, reducing competition 
and efficiency within most industries. More- 
over, regulations often have disproportion- 
ately adverse effects on small businesses, 
and the result is all too frequently an im- 
paired ability of small businesses to com- 
pete effectively. 

Fiscal policy has been aimed at promot- 
ing real growth. Lower production costs 
and more goods on the shelves help combat 
inflation, but the main purpose of the tax 
and spending reductions is to improve the 
incentives to work, save, and invest. Over 
the years, inflation has destroyed incentives 
by raising marginal tax rates on individuals 
and businesses, thereby reducing the re- 
wards to labor and capital. Both the busi- 
ness and personal tax reductions in the Eco- 
nomic Recovery Tax Act of 1981 (ERTA) 
are essential elements in restoring these re- 
wards to promote growth. 

Small business will benefit from the gen- 
eral individual tax rate reductions and the 
indexing of tax brackets after 1984. Millions 
of small businesses are partnerships, propri- 
etorships and Subchapter S corporations, 
the income from which is taxed at personal 
rates. In addition, the personal rate reduc- 
tions will help restrain increases in labor 
costs, a prime concern of labor intensive 
small businesses. Small businesses will bene- 
fit from other features of ERTA as well. 
Among the more important provisions will 
be the Accelerated Cost Recovery System, 
the ability to expense limited amounts of 
depeciable assets, increases in the Invest- 
ment Tax Credit for used property, lower 
corporate tax rates for small businesses, in- 
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creases in the allowance for accumulated 
earnings, and_ simplified _ last-in-first-out 
(LIFO) inventory accounting. The estate tax 
reductions in ERTA significantly enhance 
the ability of small, family-owned enter- 
prises to be perpetuated beyond the pres- 
ent generation, instead of being liquidated 
to meet excessive estate tax obligations. 
Other important provisions include the ex- 
pansion of the funding limitations of the 
Keogh Plan and individual retirement ac- 
counts (IRAs). These provisions are helpful 
to small business in that they allow for in- 
creased tax deductions for the more profit- 
able businesses, and at the same time gen- 
erate more capital for institutions to lend to 
small business. 

Spending restraint is needed to return 
the real and financial resources now being 
absorbed by the government to the private 
sector for use in investment and growth. 
The capital needs of the private sector, and 
of small business in particular, have been 
squeezed by the growth of the government 
sector. The problem manifests itself most 
directly in the competition for funds in the 
credit market, where the growing deficits 
must be financed. 

Deficits are the evidence of the deeper 
problem of growth of the public sector. 
When purchases and financial claims of gov- 
ernment increase relative to Gross National 
Product (GNP), it means fewer real and fi- 
nancial resources are available for use by 
the private sector to expand capacity and 
production. Improving access of small busi- 
ness to needed resources requires curtailing 
this government preemption of the 
country’s work force, capital goods, raw ma- 
terials, and productive capacity, as well as 
credit. Government spending “crowds out” 
the private sector’s access to these resources 
whether that spending is financed by taxes 
or borrowing. 


III. Problems and Policies of Particular 
Interest to Small Business 


Cyclical Sensitivity 


By the very nature of their structure, re- 


sources, and to some extent the types of 


activities in which they participate, small 
firms tend to be highly susceptible to the 
ups and downs of overall economic activity. 
Small businesses have fewer resources than 


large businesses to survive cyclical down- 
turns and are more likely to fail. 

Return of economic growth, coupled with 
substantial moderation of inflation expected 
from implementation of our economic pro- 
gram, is therefore of particular interest to 
small business. In addition, reduction of the 
uncertainties associated with wide swings in 
Federal economic policy should result in a 
business climate more conducive to forma- 
tion, growth, and success of small business 
ventures. Stabilization will pay dividends 
for us all but most particularly for small 
businesses because of their greater suscepti- 
bility to business cycles. 


Inflation 


For the men and women who own small 
businesses, inflation is a particularly serious 
problem. It earns this distinction essentially 
by exacerbating the other problems of small 
business, such as need for capital, the cost 
and availability of investment funds, and in- 
creased uncertainty concerning the behav- 
ior of the economy and the posture of eco- 
nomic policies. Small businesses often are in 
competitive markets where they tend to 
have little control over the costs they must 
pay and the prices they are able to charge, 
leaving them especially vulnerable to ad- 
verse price movements. 

The economic program of this Adminis- 
tration should provide small business with 
relief from inflation in several ways. First, 
adherence to a policy of stable and limited 
monetary growth should eliminate the pri- 
mary engine -of inflation in our economy. 
Second, the improved incentives and re- 
duced labor costs flowing from the reduc- 
tion in Federal personal income tax rates 
should result in improved labor productiv- 
ity, a matter of great importance to small 
businesses given their tendency to be labor 
intensive. Finally, help in controlling other 
costs of doing business will be derived from 
the elimination of unnecessary and ineffi- 
cient regulatory ‘burdens. Taken together, 
therefore, our policies should reduce the 
extent of the inflation problem at the same 
time the ability of small businesses to cope 
with the inflation problem is being en- 
hanced. 
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Interest Rates 

Interest rates are also a very serious prob- 
lem for small business. High interest rates 
cause severe cash flow problems which are 
particularly threatening to small businesses. 
The heightened sensitivity to high and vola- 
tile interest rates stems from the tendency 
of many small businesses to be undercapital- 
ized and/or to be facing substantial capital 
needs to finance growth. The volatility of 
interest rates associated with the higher 
levels also works a hardship by raising the 
risk associated with investment and growth. 
The cost of capital is a significant cost of 
production, and wide swings in interest 
rates are easily capable of producing ruin- 
ous cost structures for small businesses. 
Moreover, the deductibility of interest ex- 
pense is of less help to small businesses 
since they frequently generate insufficient 
income (particularly new ones just starting 
up operations) to take full advantage of the 
tax deduction. 

As stated earlier, the key to lower, steadi- 
er, interest rates is a consistently lower rate 
of inflation. When the inflation rate is high, 
interest rates are pushed up directly by the 
need for an inflation premium to protect 
the real value of the loaned funds. In addi- 
tion, the economic instability suggested by 
the presence of high rates leads to a larger 
risk premium as well. Because interest rates 
are clearly influenced by inflation, and be- 
cause the rate of inflation depends heavily 
upon the growth rate of money, major im- 
provement is expected through our policy 
of moderate growth of money and credit. 
Short-term movements in interest rates 
may evidence little progress at first, as was 
illustrated early in the summer of 1981, but 
continued easing of inflation is evidence 
that conditions will improve as this policy is 
more firmly established. 

Access to Capital 

There are many impediments reducing 
access to adequate capital, and unfortunate- 
ly some of these work to the particular det- 
riment of small business. Saving in recent 
years has been depressed by the interaction 
of inflation and the marginal tax rates. Infla- 
tion pushes taxpayers into higher income 
brackets which are subject to progressively 
higher rates of taxation. The result has been 
reduced incentives to save and to work. 
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Small business has suffered not only from 
the general lack of saving, but also because 
entrepreneurs have historically looked to 
family and friends to supply the equity in- 
vestment funds used as seed capital to form 
new businesses. When saving becomes diffi- 
cult, these sources are materially dimin- 
ished. 

Small businesses also operate under some- 
thing of a handicap in the competition for 
business funds. As mentioned earlier, small 
size translates into somewhat greater vul- 
nerability thus raising the risk associated 
with any given investment in a small busi- 
ness. In addition, economies of scale tend to 
preclude small business participation from 
the more impersonal mechanisms of our fi- 
nancial system. Registration requirements 
associated with the public issuance of stock, 
for example, can only be afforded if the cost 
is spread over a large number of shares. In 
the same vein, loans from insurance compa- 
nies, large banks, and other major sources 
of investment capital are rendered less eco- 
nomic by the costly information require- 
ments required by the prospective lenders. 
Access of small businesses to investment 
capital is thus frequently limited to individ- 
uals and small banks which have a personal 
relationship with the entrepreneur. 

Unfortunately, depressed saving rates and 
limited access are not the only problems. 
The past tendency of the Federal govern- 
ment to rapidly expand its claims on re- 
sources caused either the reduced saving 
rates when those claims were financed by 
taxation, or became a direct, competing 
claim on available saving if financed 
through deficits. That is, deficits themselves 
absorbed funds that would otherwise have 
been available for investment, making all 
access points to the flows of financial capital 
less able to meet the demands placed upon 
them by the private sector. Since small 
businesses have had relatively few access 
points, their hardship has been particularly 
acute. 

The most fundamental policy to improve 
small business access to capital is the reduc- 
tion of the governmental claims on re- 
sources expressed in the drive to curtail 
government spending. Spending restraint is 
the key element since either high taxes or 
borrowing would reduce the _ resources 
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available to the private sector for invest- 
ment and growth. 

Understanding the implications of the 
deficits projected for the next few years, 
however, is somewhat more complex. The 
deficit alone does not determine the 
amount of crowding out taking place in the 
financial market. What matters is the rela- 
tionship between the deficit and the supply 
of savings needed to finance it. The first 
thing to note, therefore, is that the recently 
enacted tax reductions and the new higher 
Keogh Plan and IRA allowances will pro- 
vide a powerful stimulus to saving. Business 
tax reductions for 1982, for example, will 
increase business saving; this is money that 
business will not need to borrow from fi 
nancial markets. Personal tax reductions 


should promote substantial reallocation of 


income from consumption to saving, in ad- 
dition to the normal saving increase from 
income growth alone. Year-over-year, there 
should be an increase in total private saving 
from 1981 levels in excess of 60 billion dol- 
lars. 

The Economic Recovery Tax Act will im- 
prove small business access to capital in 
other ways as well. For example, the 
amount of earnings which may be retained 
in closely held corporations without being 
penalized by the accumulated earnings tax 
has been increased from $150,000 to 
$250,000. The change makes it possible for 
the men and women who own small firms 
to accumulate a larger amount of invest 
ment capital without incurring an accumu- 
lated earnings tax. Another 
ERTA is an increase in the maximum 
number of shareholders in Subchapter S 
corporations from 15 to 25 plus allowance 
of certain kinds of trusts to be treated as 
shareholders in such corporations. The pro- 
visions strengthen the attractiveness and 
utility of the Subchapter S provisions. 

Still, the pressing need among many busi- 
nesses is for equity capital, not debt. Repay- 


ment burdens of large loans, regardless of 


whether government or private in origin, 
inhibit the growth and formation of new 
businesses, especially those owned by 
women and minorities. 

We recognize the need that small busi- 
ness has for new mechanisms of construc- 


tive finance. We also recognize that some of 


the mechanisms available, such as _partici- 


feature of 


pating debentures, may require accommo- 
dative tax changes if they are to be effec- 
tive. 

Federal economic and financial policy 
plays a crucial role in small business viabil- 
ity. Thus, it is important that Federal de- 
partments involved in these areas be con- 
sistently sensitive to small business needs. I 
am directing the Commissioner of the In- 
ternal Revenue Service to include repre- 
sentatives of small business in advisory 
groups which review administration of the 
tax system. 

Changes in Federal policy affecting finan- 
cial institutions will also take into account 
the impact on small business needs. The 
trend of Federal financial reform move- 
ments has been toward providing a broader 
array of sophisticated financial services 
from strengthened and modernized institu- 
tions of all types in a competitive and cost 
minimizing market. These reforms should 
continue to insure further gains in services 
for depositors and borrowers of all sizes, at 
lowest possible cost, throughout the country 
as well as in financial centers. The result 
may well be the creation of important new 
access points for small business to the flows 
of investment capital. 

Tax Incentives 

The Economic Recovery Tax Act seeks to 
provide incentives to increase asset pur- 
chases as well as to encourage employment 
growth. Small 


business has less than one- 


fourth of total business assets, but employs 
over one-half of the work force. Asset-based 
tax incentives will provide some direct eco- 
nomic stimulation to small business. 


As noted earlier, general reductions in 
the marginal personal income tax rates and 
tax indexing will be beneficial for small 
businesses. Since most small firms are labor 
intensive, their cost structures should bene- 
fit as the impact of the tax reduction helps 
restrain increases in labor costs. By reduc- 
ing, if not eliminating, bracket creep, index- 
ing will also moderate employee wage de- 
mands. Improvements in wage cost pres- 
sures will be realized by big businesses as 
well, but the labor intensive character of 
small businesses means this provision will 
be even more important in their case. 
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Small business will also benefit from the 
Accelerated Cost Recovery System included 
in ERTA. The direct share of this benefit 
going into small business, while important, 
may be relatively small since these firms 
use less depreciable property per dollar of 
sales. On the other hand, to the extent 
small businesses are suppliers to large capi- 
tal intensive firms (and in many cases are 
producers of depreciable assets themselves), 
the capital investment favoring provisions 
of ERTA should improve the market and 
profit positions of major parts of the small 
business sector, e.g. firms in the construc- 
tion industry. 

Within ERTA there is also an extensive 
list of special provisions targeted specifically 
to small business. Small businesses will 
benefit from the lower tax rates on the two 
lowest income brackets, the simplification 
of LIFO inventory accounting, the in- 
creased allowance for accumulated earn- 
ings, more liberal treatment of stock option 
plans, the liberalization of Subchapter S$ 
provisions, expanded expensing of deprecia- 
ble assets, the larger allowance for the in- 
vestment tax credit on used property, and 
the expanded funding allowances on Keogh 
plans and IRAs. And family-owned and 
closely held small business owners are as- 
sured of continuity of ownership through 
the liberalized estate and gift tax laws. The 
aggregate amounts of the tax relief afforded 
by these tax provisions can involve signifi- 
cant reductions in marginal tax rates and 
thus provide powerful incentives for growth 
and development. 

Regulation 

Major increases in business regulation 
began during the last decade. The Occupa- 
tional Safety and Health Act, the National 
Environmental Protection Act, the Employ- 
ee Retirement Income Security Act, and 
others, have served important national ob- 
jectives but have also introduced distortions 
in the operations of the free market, imped- 
ed competition, and increased costs of the 
regulated businesses. Most of these regula- 
tions have stipulated the same compliance 
requirements for small business as for large 
corporations. The relative burden is much 
greater, however, because compliance costs 
cannot be spread out over larger quantities 
of output. In short, small business has found 
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itself at a competitive disadvantage because 
of the existence of efficiencies of scale in 
regulatory compliance. 

The problem is a particularly difficult 
one. On the one hand, regulations frequent- 
ly address important social objectives which 
cannot be dismissed lightly. On the other 
hand, their application to small business is 
frequently of only marginal importance to 
the social objectives involved, or they are 
applied in ways which are inappropriate in 
a small business context. 

Nevertheless, difficult as the job may be, 
this Administration is committed to a major 
effort in regulatory reform. The problem 
has been approached with a two-pronged 
effort: regulatory relief and use of regula- 
tory flexibility. So far regulatory relief has 
been the major policy tool. During this first 
year, regulatory relief has been actively 
pursued in every regulatory agency and the 
number of new regulations issued has been 
significantly reduced. 

The Presidential Task Force on Regula- 
tory Relief has announced a number of ex- 
isting regulations for in-depth Federal 
agency review which are considered by 
small businesses to be most onerous. Agen- 
cies will be expected, following their 
review, to propose changes in these regula- 
tions in order to lessen the regulatory 
burden on America’s small businesses. It 
also is timely to accelerate the review of all 
existing regulations imposed on the business 
sector to determine whether maximum 
flexibility is being provided to accommo- 
date the uniqueness of small businesses. 
Legislation enacted by the last Congress, 
the Regulatory Flexibility Act, provides the 
mechanism for undertaking this effort. The 
objective will be to assure that existing reg- 
ulations do not unnecessarily impede 
growth and development of small business- 
es. At the same time, we will keep in place 
those regulations that are beneficial to soci- 
ety—such as health and safety in the work 
place, and a healthy environment. 

Full utilization of the provisions of the 
Regulatory Flexibility Act will be a princi- 
pal theme of our regulatory reform efforts 
over the next three years. I will direct each 
Federal department and agency to acceler- 
ate the time for completion of the review of 
existing regulations as specified in the Reg- 
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ulatory Flexibility Act from ten to five 
years. 

Regulatory flexibility may not be ade- 
quate to deal with the regulatory relief ef- 
forts that we have already launched in the 
areas of banking and finance. It is impor- 
tant that the interests of small business be 
given special attention. I am directing the 
Controller of the Currency and asking the 
Chairs of the Federal Home Loan Bank 
Board, the Federal Deposit Insurance Cor- 
poration, and the Federal Reserve Board to 
follow the Regulatory Flexibility Act guide- 
lines for assessing the small business impact 
of their proposals for changing our financial 
institutions. 

The Securities and Exchange Commission 
has already established an admirable record 
of proposing regulatory reform that will 
allow small business men and women to 
meet their equity capital needs more 
cheaply and easily through the issuance of 
equity securities. I encourage them to con- 
tinue their activities. 

In summary, four economic problems 
plague small business, cyclical sensitivity, in- 
flation, interest rates and access to capital. 
We addressed these problems with our 
four-part Economic Recovery Program: 
Federal spending cuts, tax reforms, regula- 
tory relief and stable monetary policy. The 
results are beginning to show—substantial 
decline in inflation, a start toward long- 
term decline in interest rates and increases 
in savings to expand the supply of capital. 
This is not the time to deviate from our 
program. We are breaking the back of stag- 
flation. We have a solid economic program 
and we reject pleas for “quick fixes” like 
those used in the past. Our program will 
pull us out of this sump and put us on the 
road to prosperity and stable growth by the 
latter half of this year. 


Antitrust 


Small businesses rely upon the free func- 
tioning of markets to compete and prosper. 
Our antitrust laws—the Sherman and Clay- 
ton Acts—protect the competitive markets 
upon which our free enterprise system is 
based. The ability of our economy to 
remain free of illegal and anticompetitive 
practices is properly a major concern of 
small business. 


Frequently, levels of concentration are 
considered an inverse barometer of the 
health of competition and the small busi- 
ness community. The concentration prob- 
lem, however, may be somewhat less than 
meets the eye. One type of concentration, 
aggregate concentration (the extent to 
which productive assets, across all indus- 
tries, are held by a limited number of firms 
of large size), has not been adequately doc- 
umented because the statistics are less than 
perfect reflections of the exercise of control 
over establishments across industrial group- 
ings. 

Another type of concentration, market, or 
industrial, concentration (the extent to 
which total sales of a particular industry are 
concentrated in several or a few producers), 
may occur naturally where producers find 
economies of scale in production, distribu- 
tion or marketing. History also reveals that 
market concentration has waxed and waned 
in many industries depending upon devel- 
opments in technology. 

There are numerous weaknesses in the 
statistics bearing on the concentration ques- 
tion. For one thing, they vary tremendously 
from industry to industry; the service sector 
is highly unconcentrated but growing, while 
the manufacturing sector is more concen- 
trated and shrinking (as a share of GNP). 
Generalizations about market power are 
therefore quite difficult. Existing statistics 
on concentration ratios also tend to focus on 
manufacturing, ignoring the service, con- 
struction, and other sectors where small 
businesses predominate. 

At the theoretical level it is also legiti- 
mate to question whether concentration 
ratios are, in fact, reasonable indicators of 
the degree of market power being wielded 
by the participants. Market power is, after 
all, determined by the availability of accept- 
able substitutes, barriers to entry, and the 
practical geographic limits of the market 
area. The sole dry-cleaner in a small remote 
town, for example, could conceivably excer- 
cise more market power than a major auto 
manufacturer facing international competi- 
tion. In the final analysis then, it must be 
recognized that concentration ratios tell us 
very little about the competitiveness of the 
markets within which small businesses oper- 
ate. 
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Antitrust policy in general, and particu- 
larly merger policy, is the specific context 
in which the Federal government protects 
the economy from illegal combinations of 
market power. The interests of small busi- 
ness are best served by an economically 
sensible and clearly stated merger policy 
that carefully examines each specific trans- 
action, and inhibits those transactions that 
clearly threaten to restrain competition. 
The Attorney General will vigorously pros- 
ecute anticompetitive behavior—including, 
where appropriate, the use of criminal sanc- 
tions—to protect competition and eliminate 
artificial barriers to entry. To the extent 
that Federal antitrust enforcement can in- 
fluence competition, this Administration 
will use its enforcement powers consistently 
and without hesitation. 

This Administration also recognizes that 
there is a variety of economic and govern- 
mental factors which contribute to the com- 
petitive capability of small business and per- 
haps influence the levels of concentration 
observed in the economy. Tax, regulatory, 
and fiscal policies appear particularly criti- 
cal, and are-areas over which the Federal 
government has major influence. Our pri- 
mary mission in restoring a healthy econo- 
my and the premium for hard work and 
entrepreneurship, is to ensure that the un- 
concentrated small business sectors can con- 
tinue to grow. 


Research and Development, and Innovation 


Innovation by independent, small firms is 
central to a natural reduction of industrial 
concentration. The Federal government is 
the largest single purchaser of industrial re- 
search and development in our economy. 
Until recently, government purchased more 
research and development than all other 
buyers combined. 

In its pursuit of efficiency in research and 
development procurement, the government 
has gradually concentrated its purchases in 
larger firms and universities. As govern- 
ment budgets have become tighter, pro- 
curement officers have found it more im- 
mediately efficient to spend research and 
development funds in fewer large contracts 
rather than many small contracts. At a 
minimum, we need to assure that the inter- 
nal efficiency achieved by such procure- 
ment practices are justified since the con- 
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tinuation of these practices will inevitably 
lead to increasing market concentration, at 
least among suppliers of contract research 
and development. Last fall, I indicated my 
support for Senate Bill 881, the Small Busi- 
ness Innovation Research Act, as it was 
passed by the Senate. I call upon Congress 
to pass this Bill for my signature this year. 

For small business firms, cash availability 
is a serious limitation on the amount of re- 
search and development they can under- 
take. The Economic Recovery Tax Act pro- 
vides an incentive for research and experi- 
mentation by allowing a 25 percent tax 
credit for certain research and experimen- 
tation expenditures in excess of a three-year 
moving average base period. The credit will 
be in addition to the immediate expensing 
or 60 month amortization of research and 
experimentation expenditures permitted 
under present law. Thus, small businesses’ 
ability to finance their own programs 
should be materially improved. 

I have also requested the Attorney Gen- 
eral to examine antitrust laws to ensure that 
they do not interfere with the ability of 
patent and copyright holders, including 
those in the small business sector, to reap 
the proper rewards for their innovative 
contributions. 


Federal Procurement 

The phrase “industrial policy” has come 
to mean some form of elaborate industrial 
planning. But our industrial policy is one of 
establishing and maintaining competitive 
markets. We remain convinced that this 
policy will encourage and support the 
viable small business sector of our economy. 
Consistent with this philosophy, the Admin- 
istration is taking steps to encourage com- 
petition in the Federal sector. 


Government Policy of Not Competing 
with Private Industry 


The Administration has made a major pri- 
ority the policy of withdrawing wherever 
possible from competition with private in- 
dustry in providing goods and services to be 
used by the Federal Government. Activities 
of all departments and agencies are being 
examined to see which can be converted to 
the private sector. For instance, in a review 
of 440 activities conducted by military de- 
partments, it was found that 264 of these, 
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or 60 percent, could be turned over to pri- 
vate enterprise. As these and other require- 
ments are filled by the private sector rather 
than government itself, a principal benefici- 
ary will be small business. 


Prompt Payment on Government 
Contracts 


The Administration is taking action to 
ensure that payments are made promptly to 
Federal contractors. Small business contrac- 
tors are least able to wait for payment and 
will gain the most from prompt payments 
by the government. Accordingly, we have 
directed that all government contracts con- 
tain clear and specific instructions as to the 
procedure to be followed to obtain prompt 
payment. Further, contracts must now state 
precisely when the contractor can expect to 
be paid. Additionally, one of the criteria we 
will be using to evaluate Federal employees 
who are involved in the payment process 
will be their performance in paying govern- 
ment vendors promptly. Again, the Admin- 
istration strongly believes that Federal con- 
tract payments should be made on time. 


Also, we agree with the basic concept of 


authorizing through law the payment of 
penalty interest when the government un- 
reasonably delays payment of a bill. 

Export 


Export trade plays a vital role in our 


economy. In part, it brings social benefits of 


our society's technology to other nations of 
the world and it also benefits our people 
with increased employment and returns to 
investment and helps pay for our imports 
Unfortunately, small business has not par- 
ticipated in this activity to the fullest possi- 
ble extent. Thus, our existing foreign trade 
promotion efforts must be more conscien- 
tiously targeted to small businesses, to assist 
them in access to foreign markets. I am 
directing the Department of Commerce in 
cooperation with the Small Business Admin- 
istration to emphasize programs that en- 
courage export promotion among 
businesses. 


small 


Equal Business Opportunity 

This Administration is committed to pur- 
suing unrestricted access for all business 
persons to all segments of the economy. 
Clearly, women and minority community 


members represent the largest underuti- 
lized resource of economic activity in our 
nation today. We are committed to unleash- 
ing this potential by removing barriers to 
their participation in business ownership. 

Capital availability for women and minor- 
ity entrepreneurs continues to be a signifi- 
cant problem. This problem is being ad- 
dressed at least partially by the Federal 
Trade Commission’s recent actions to 
strengthen enforcement of the Equal 
Credit Opportunity Act. 

Success of 
business is 


minority and women-owned 
dependent upon access to 
resources and knowledge of business man- 
agement methods. The government has tra- 
ditionally assisted minority and women 
business owners with management and 
technical assistance to help overcome social 
and prejudicial barriers. 

In recognition of the importance of the 
minority business assistance programs, we 
have increased the program levels for SBA’s 
Minority Small Business program and the 
Commerce Department’s Minority Business 
Development Agency for fiscal year 1982 as 
compared to fiscal year 1981. In addition, 
we are proposing to Congress that these 
program levels be maintained in fiscal years 
1983 and 1984. This includes activities such 
as financing for Minority Enterprise Small 
Business Investment Companies (MESBICs). 
In addition, the SBA will direct a larger 
portion of its guaranteed loans toward mi- 
nority business owners. 

We intend to expand the level of services 
delivered to the minority business commu- 
nity by improving the quality and effective- 
ness of service. To accomplish this, the 
Cabinet Council on Commerce and Trade is 
reviewing all government assistance pro- 
grams for minority business to determine 
how they can be made more efficient and 
effective. 

This Administration 
systematic 


is dedicated to the 
elimination of regulatory and 
procedural barriers which have _ unfairly 
precluded women from receiving equal 
treatment from Federal activities, including 
those activities affecting the opportunities 
of women in business. The Attorney Gener- 
al is systematically reviewing Federal laws 
and regulations in order to identify gender- 
based discrimination. He shall, on a quarter- 
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ly basis, report his findings to me through 
the Cabinet Council on Human Resources. 
The Task Force on Legal Equity for 
Women, which I created recently by Execu- 
tive Order, will then be responsible for im- 
plementing changes ordered by me. 

In addition, we will ensure that the 
Women’s Business Enterprise program in 
the Small Business Administration remains 
an effective and vital force advocating on 
behalf of present and potential women busi- 
ness owners. Also, the SBA’s Office of 
Women’s Business Enterprise will empha- 
size equal credit opportunity for women 
business owners. 


Small Business Data Base 


Finally, it is apparent that the small busi- 
ness sector remains poorly documented in 
statistical data. Existing Federal data de- 
rived from administrative records and data 
collection agencies are simply not adequate 
for policy analysis and decision making. Yet, 
we are committed to reducing the paper- 
work burden of small businesses and there- 
fore reject any proposal to add data collec- 
tion mechanisms to those currently in exist- 
ence. At the same time, existing Federal 
data may be better organized and coordi- 


nated among agencies to help build a data 
base more suitable for small business policy 
making. To this end, the proposal for Fed- 
eral agencies to compile statistics on busi- 
ness size on a comparable basis will en- 
hance analyses of the small business sector. 
We are planning for agencies to provide 


business size data on this uniform basis. 
Analysis of the small business sector would 
also be furthered by sharing of selected 
data among statistical agencies, and we are 
examining ways of accomplishing — this 
within the constraints of privacy and confi- 
dentiality requirements. 

SBA’s data base, which is drawn from 
commercially available data, places no addi- 
tional paperwork burden upon small busi- 
ness, allows maintenance of confidentiality 
commitments to small business, and pro- 
vides policy relevant data. Thus, this data 
base must be continued and we have given 
it priority in our 1983 budget proposals. I 
am asking the Congress to enact my budget 
proposal for SBA’s small business data base. 
Also, I am requesting the SBAs to increase 
the resources allocated to this work and to 
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include minority and women-owned busi- 
ness data within its data base. 


IV. Summary and Conclusions 


In conclusion, the importance of the 
small business sector cannot and should not 
be ignored. For me, small business is the 
heart and soul of our free enterprise 
system. The small business sector has 
played, and continues to play, an important 
part in providing innovative drive and em- 
ployment growth in the American econo- 
my. To help small business realize its full 
economic potential, this Administration is 
pursuing an economic policy aimed at get- 
ting the American economy growing again, 
together with programs designed to assure 
unrestricted access by everyone to econom- 
ic resources and markets. 

The essential parts of such an economic 
program are already in place. An effective 
mechanism for achieving regulatory reform 
has already been established. A policy of 
stable, moderate, monetary restraint must 
be followed. A fiscal policy calling for budg- 
etary restraint coupled with important new 
tax incentives for work, saving, and invest- 
ment is being put into practice. Moreover, 
within the context of this four-part pro- 
gram, the major problems of particular in- 
terest to small business are being effectively 
addressed. These problems range from in- 
flation, high interest rates, access to capital, 
and regulation to research and develop- 
ment, export and equal business opportuni- 
ties. 

This statement and the following report 
are the first presented to Congress as re- 
quired in Title III of Public Law 96-302. It 
has been prepared to meet both the letter 
and intent of the law and provide a com- 
prehensive description of the state of small 
business. It is hoped the report will estab- 
lish a spirit of cooperation with Congress to 
assist us in jointly pursuing economic 
growth and prosperity through our mutual 
recognition of the importance of small busi- 
ness in America. 


Ronald Reagan 


The White House, 
March 1, 1982. 
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Note: The report is printed in “The State of 


Small Business: A Report of the President— 
Transmitted to the Congress March 1982. 
Together With the Annual Report on Small 
Business and Competition of the U.S. Small 
Business Administration” (Government 
Printing Office, 365 pages). 


National Construction Industry Week, 
1982 
Proclamation 4905. March 1, 1982 


By the President of the United States 
of America 


A Proclamation 


The construction industry is one of the 
largest sectors of the economy of this 
nation, providing jobs for five percent of 
our workforce. Over the decades, this in- 
dustry has played a vital role in our lives, 
helping us meet the need for more homes, 
schools, hospitals, roads, subways, factories, 
and recreation facilities. The American con- 
struction industry has always met the chal- 
lenge, supplying us with the highest quality 
craftsmanship in the world and pioneering 
countless advances in the field. 

Construction labor and management alike 
have historically taken pride in their spirit 
of rugged individualism, a spirit that has 
enabled them to overcome the adversities 
imposed upon a seasonal and cyclical indus- 
try. 

Because of its unique nature, however, 
the construction industry is also unusually 
affected by downturns in the economy. It is 
with pride that I salute the hearty individ- 
uals who persevere in the face of tough 
obstacles, and I reiterate my commitment 
to revitalize the construction industry and 
bring it back to an environment of prosper- 
ity. 

The Congress has, by Senate Joint Resolu- 
tion 122, demonstrated its commitment by 
requesting me to designate February 28 
through March 6, 1982, as National Con- 
struction Industry Week. 

Now, Therefore, I, Ronald Reagan, Presi- 
dent of the United States of America, do 
hereby proclaim February 28 _ through 


March 6, 1982, as National Construction In- 
dustry Week. I call upon the people of the 
United States and all Government agencies 
to observe the week with appropriate pro- 
grams, ceremonies, and activities. 

In Witness Whereof, I have hereby set 
my hand this first day of March, in the year 
of our Lord nineteen hundred and eighty- 
two, and of the Independence of the United 
States of America the two hundred 
sixth. 


and 


Ronald Reagan 


[Filed with the Office of the Federal Regis- 
ter, 10:35 a.m., March 2, 1982| 


White House Staff 


Appointment of William F. Sittmann as 
Special Assistant to the President. 
March 1, 1982 


The President today announced his inten- 
tion to appoint William F. Sittmann to be 
Special Assistant to the President and spe- 
cial assistant to Michael K. the 
Deputy Chief of Staff. 

Before joining the President's staff, Mr. 
Sittmann was in the Foreign Service at the 
Department of State as management ana- 
lyst to both the Executive Director and As- 
sistant Secretary for Administration. He has 
been administrative coordinator on various 
Presidential overseas trips, most recently 
the economic summits in 
Venice. 


Deaver, 


Canctin§ and 

In addition, he has served in the Office of 
Protocol as visit officer and was responsible 
for the coordination of all official and state 
visits by foreign heads of government and 
in the Office of Security as a Special Agent 
for Dignitary Protection. 

He is a graduate of the University of 
Richmond. He was born in Decatur, Ind., 
on February 20, 1949. 
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Presidential Advisory Committee on 
Federalism 
Appointment of Virgil E. Brown as a 
Member. March 1, 1982 

The President today announced his inten- 
tion to appoint Virgil E. Brown to be a 
member of the Presidential Advisory Com- 
mittee on Federalism. He would succeed J. 
Richard Conder. 

Since January 1979, Mr. Brown has been 
serving as a commissioner of Cuyahoga 
County, Ohio. He has been serving as presi- 
dent of the board of commissioners since 
November 1980. He was director of Cuya- 
hoga County Board of Elections in 1972- 
1979. Prior to that, he was city councilman, 
ward 25, in 1967-72. 

Mr. Brown is married, has two children, 
and resides in Cleveland, Ohio. He was 
born August 12, 1917. 


Natural Gas Decontrol 


Statement by the Principal Deputy Press 
Secretary to the President. March 1, 1982 


The President announced today that he 
will not ask Congress to accelerate the cur- 
rent schedule of partial natural gas decon- 
trol at this time. After extensive consulta- 
tion with congressional leaders and groups 
representing producers and consumers, the 
President concluded that much-needed 
changes to the Natural Gas Policy Act of 
1978 would overload an already heavy legis- 
lative agenda. 

In making this announcement, the Presi- 
dent stressed that natural gas decontrol re- 
mains an essential component of a sound 
energy policy. 


Rally for Senator Malcolm Wallop of 
Wyoming 

Remarks at the Rally in Cheyenne, 
Wyoming. March 2, 1982 





Mr. Mayor, officials and officers of your 
State government, Senator Simpson, Con- 
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gressman Dick Cheney, my old friends 
Governor Hansen and Hathaway, members 
of the State legislature, Republican State 
chairman, your National Committee mem- 
bers, and the man that we're here to honor 
today and to pledge our support to, Senator 
Malcolm Wallop: 


Malcolm, I thank you very much for those 
very generous and kind words. Why doesn’t 
the Washington Post write like that? 
[Laughter] 


It’s not only a great pleasure to be with 
you this afternoon, it’s something of a relief. 
Whoever said the worst place to get a per- 
spective on America is Washington, D.C. 
was absolutely right. 

But, you know, before I go on, I have to 
tell a little story here. As that plane was 
coming in to land and I was looking out, 
suddenly my memory went way back—and 
I mean way back. I was a sports announcer, 
Des Moines, lowa, WHO. And one day I 
received an offer of a contract at a studio in 
Hollywood. And so, I packed up in an old 
Nash Lafayette convertible everything that 
I owned in the world and took off in the 
morning from Des Moines. And my first 
stop that night was Cheyenne, Wyoming. 

I checked in at a hotel. I had dinner, and 
then I went to a movie. And the move just 
happened to be a thing called, “A Star is 
Born.” Not the remake, the first time 
they'd made it. [Laughter] And those of you 
who might have seen it remember that it 
was a picture about the horrors and the 
vicissitudes of someone trying to get started 
in Hollywood. I didn’t sleep very well that 
night. [Laughter] I almost turned around 
and went back the other way. 


But to get back to the subject at hand. 
You know you don’t have to spend much 
time in Washington to appreciate the pro- 
phetic vision of the man who designed all 
the streets there. They go in circles. 
[Laughter] 


I've been looking forward to coming 
home to the great American West. While 
Washington, as usual, seems paralyzed by 
handwringers, the people here are filled 
with just what Malcolm was talking about— 
frontier spirit. And I'm still sure that the 
future is ours to shape. 
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Your senior Senator, Malcolm Wallop, 
embodies that Wyoming courage and opti- 
mism in the United States Senate. He’s 
working hard to restore incentive and pro- 
ductivity to our economy and accountability 
to our system of government. He sounds 
the Wyoming call for fiscal responsibility 
loud and clear in Washington. But the eco- 
nomic mess that we're in has been piling up 
for decades, and it’s going to take some 
time to straighten out. That’s why the 
people of Wyoming and all Americans need 
Malcolm Wallop’s service and dedication for 
another term in the United States Senate. 

I have a message for the pessimists on the 
Potomac: The rest of the country still be- 
lieves in America and in tomorrew. Togeth- 
er we'll get control of this economy, 
strengthen our defenses, and restore health 
to our Nation. And we'll do it by returning 
our economy and our government to the 
American people. With the help of leaders 
like Malcolm Wallop, Alan Simpson, and 


Dick Cheney, we’ll guide our country out of 


this dark tunnel of recession and decline. 
But we must stick to our course—a difficult 
but straight road to recovery. 

Incidentally, just a moment ago in the 
other room before we came in, attention 
was called to the fact that of all the total 
State delegations in the Congress in Wash- 
ington, none has a higher record of support 
of what we’ve been trying to accomplish 
than the delegation that sits before you 
here today. 

Those who would have us return to the 
failed policies of yesterday, offering only 
the equivocating and uncertain leadership 
that got us into this mess, would take us 
once again down a garden path that’s laid 
out like the traffic circles of Washington: 
We would continue going around and 
around getting nowhere, constantly in 
motion yet neither coming nor going. This 
Nation has turned away from the dizzying 
years of tax and spend and tax and spend. 
We will not go back. 

Some of the same people who ran this 
country for the last 20 years—who pushed 
us to the brink of economic disaster—now 
want to steal your tax cut before you even 
get it. And let me point out that the so- 
called tax cut, historic as it is, only lessens 
the previous tax increase. The government 
is still taking in more money every year. 


Yet some say that raising your taxes more is 
the only way to balance the budget. Well, I 
don’t think they’ve gotten the message yet. 

Let’s look at the record. A fellow named 
Al Smith used to say that. Under past lead- 
ership in Washington, our taxes went up 
more than 200 percent in the last 10 years, 
and in the last 10 years we ran up a string 
of gigantic deficits. We don’t have a budget 
deficit because we don’t tax enough; we 
have a budget deficit because we spend too 
much. 

You know, the people that are complain- 
ing the loudest because now, yes, this reces- 
sion which came upon us and was coming 
upon us for the last several years has in- 
creased what even our conservative esti- 
mates of the deficit was going to be, be- 
cause every time you add 1 percent to the 
unemployment rolls, you add 25 to 27 bil- 
lion dollars to the deficit. And yet, I don’t 
recall any of them in those past years, when 
they were in control of both Houses of the 
Congress, ever protesting much about defi- 
cits. It seems to me that I remember hear- 
ing them say, “Oh, we don’t have to worry 
about the national debt. We owe it to our- 
selves.” And I remember them saying, “A 
little inflation each year is good for us. It 
maintains prosperity.” Well, listening to the 
born-again budget-balancers moan about 
deficits now is kind of like hearing a 
mugger in Central Park complain about 
crime in the streets. [Laughter] I don’t be- 
lieve that I was sent to Washington to raise 
your taxes, and neither was the new major- 
ity in the United States Senate. 

Others say the way to balance the budget 
is to cut back on defense. But the very 
survival of our Nation requires that we go 
forward with the defense spending pro- 
gram. And one of the reasons we must go 
forward can be seen in these young people 
that I'm so happy are here today. It is not 
because we envision someday sacrificing 
them on a battlefield. We want that defense 
so that someday a generation of young 
Americans or in no future day will ever 
have to go and do that anyplace in the 
world. 

The rate at which the Soviet Union is 
increasing its capabilities leaves us still a 
number of years before we'll even begin to 
close the gap. Now, this is one subject on 
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which the man holding the job that I now 
hold is practically the only one who has all 
the facts with regard to our national secu- 
rity. And I tell you we dare not reduce our 
defense budget. 

The bulk of our increase is not going for 
fancy new planes or elaborate weapons sys- 
tems. Most of that money is going for basic 
essentials now in dangerously short supply. 
It’s going for manpower, maintenance, and 
readiness. If we eliminated all the major 
weapons systems, all the programs that are 
scheduled in the present budget, it would 
only reduce next year’s deficit by $6% bil- 
lion in an economy that will be $3 trillion. I 
don’t think Americans want their American 
forces held together with chewing gum and 


baling wire, unable to move for want of 


spare parts. 

We must not resign ourselves to life as a 
second-rate power, tempting aggression 
with our weakness. America has never gone 
to war because it was too strong. We must 
rebuild our defenses and secure our free- 
dom so that once again America will be 
second to none in the world. It’s my duty as 
President, and the responsibility of us all as 
United States citizens, to keep this country 
strong enough to remain free and at peace. 

We have submitted to the Congress a 
budget that will reduce deficits, rebuild our 
defenses, and begin to control the runaway 
costs of so many of our Federal programs. 
We're open to suggestions and alternatives 
from the Congress. We welcome ideas for 


spending even less. But as the volume of 


voices rises in debate, there’s one thing I 
want to make very plain: My commitment 
to cutting taxes and rebuilding our defenses 
is every bit as strong today as it was the day 
I took office. There will be no retreat in 
those areas. 

America today is at a turning point. For 
too long we've been stalled in history, re- 
peating mistakes of yesterday because our 
leaders have been afraid to share a new 
tomorrow. But our people are ready. Our 
people know that they can solve any prob- 
lem, that no challenge is too great. They're 
fed up with promises and _ platitudes. 
They're calling for the government to have 
faith in the governed. 

You know, when I was in that other busi- 
ness, I used to say about some Hollywood 
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producers that they didn’t really have faith 
in the intelligence of the American people. 
Well, that can be said of many in Washing- 
ton today. Faith in the American people— 
one of the most inspiring things that hap- 
pens to me is the mail that I get. A letter 
from a blind veteran, World War II, lost his 
sight 37 years ago in Germany in combat. I 
had to have his letter translated from the 
braille. He wrote to tell me that if it would 
help our country to cut his pension, cut his 
pension—the elderly gentleman, quite el- 
derly, who sent me his entire monthly 
social security check and asked that it be 
used to help retire the debt. And a young 
man—this was last year when we were still 
trying for the tax cuts and for our first cuts 
in the budget—a young man who wrote to 
tell me that he’d been going to college on 
one of the Federal loans, college loans, and 
he said, “But I’m going lay out a year and 
work and earn the money to go back the 
next year, so that I won’t be a burden on 
our country any longer.” 


And then just yesterday a packet of let- 
ters all came in one little bundle, each 
letter from a little girl, and each little girl— 
they live in Tennessee—writing to tell me 
how much they love America, how beauti- 
ful America is, how much they can see the 
opportunities that lie before them. Every 
one of the little girls is a refugee from the 
Communist invasion of Laos. They’re chil- 
dren of the boat people that came here for 
sanctuary—and now telling us how much 
they love this country. 


Unshakable faith in the American people 
is at the heart of our program for economic 
recovery and our proposal to return power 
and resources to the levels of government 
closest to the people. The principle is the 
same. There’s no one in Washington who 
should enjoy an open season spending your 
hard-earned money. And there’s no one in 
Washington with a corner on the compas- 
sion and wisdom that it takes to run this 
city or this State. 

In the last 2 weeks mayors, city council- 
men, legislators, and Governors from both 
parties, county officials have applauded our 
overall proposal to strengthen the partner- 
ship between the levels of government. 
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Americans by a 2-to-1 majority favor more 
power closer to home. I think it’s time we 


listened to the millions of voices west of 


Washington. 


It’s time we tapped the well of human 
spirit that runs so deep in our land. We'll 
find more than the strength of numbers 
and the strength of resources. We'll find the 
strength of individual courage, know-how, 
and love of country. 


I believe the American people are with 
us in our cause. We can’t make things right 
overnight, but we will make them right. 
I’m asking you, as I’m asking all Americans 
in these long months of decision, to stay 
with us as we hold to this new path. 


You and your forebears, as Malcolm said, 
tamed a wild frontier. And, believe it or 
not, you did it without an area redevelop- 
ment program or urban renewal. [Laugh- 
ter] So now, load up the musket and help us 
conquer this wild growth and centralization 
of power which threatens all that we've cre- 
ated. 


I'm counting on the advice and support 
of Malcolm Wallop in the months ahead 
and the years ahead as we return this coun- 
try to our first well-charted course. Now, 
I'm going to say that I’m sure we probably 
don’t agree on every issue. No two people 
do. But we share the overriding philosophy 
that individual freedom, individual integri- 
ty, and individual ingenuity made us the 
greatest country the world has ever known. 
And I know that these gentlemen you sent 
to Washington who are here with us, I 
know Malcolm and myself, we put our trust 
in God and in the American people. 

I urge you, return Malcolm to the United 
States Senate where you and I and all 
Americans need him, and together we'll 
make America great again. 


Thank you very much. 


Note: The President spoke at 12:15 p.m. in 
the Storey Gymnasium. 


Following his appearance at the rally, the 


President attended a fundraising reception 
for Senator Wallop at the Hitching Post Inn 
in Cheyenne. 


Rally for Senator Harrison Schmitt of 
New Mexico 


Remarks at the Rally in Albuquerque, New 
Mexico. March 2, 1982 


Thank you very much for a_ most 
heartwarming welcome. You know, in 
Washington you wake up to the local news 
there, and you're not always as enthused as 
you are right now. 

But, Mr. Chairman, Mayor Kinney, Re- 
publican State Chairman Morris, Mrs. 
Schmitt, Senator Jack Schmitt, I came to 
Albuquerque today to tell you something 
that I now realize is absolutely unnecessary 
to tell you, and that was how lucky you are 
to have a Senator like Jack Schmitt. You 
already know that. And you're lucky that, 
among other things, he’s a geologist, be- 
cause let me tell you, Washington has more 
than a few people with heads that only a 
rockhound can handle. [Laughter] 

For 6 years now Jack has been chipping 
away at the petrified attitudes that have 
characterized Washington for decades. And 
now this year with a Republican administra- 
tion and a new Republican majority in the 
Senate, he’s had some help. 

As chairman of the Appropriations Sub- 
committee on Labor, Health and Human 
Services, and Education, he played an in- 
strumental role in enacting last 
budget cuts. They were, incidentally, the 
biggest cuts that have ever been made in 
the history of this country. And let me say 
he handled those budget cuts with as much 
skill and precision as he flew the spacecraft 
that took him to the Moon. He was careful, 
and he did no harm to the programs that 
genuinely serve the needy or provided 
sound education value to our children. 

You know, right now, because of some 
changes that we’re making with regard to 
the Department of Education, there seems 
to be spreading in a kind of a wave among 
some people that—well, we're trying to do 
away with or lower educational quality. Not 
so. There are those in Washington who, 
ever since they turned to Federal aid to 
education, intended Federal controi of edu- 
cation, and that interference by the Federal 
Government has hurt the quality of educa- 
tion from coast to coast in this country. 


year's 
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The Congress is now beginning to study 
the administration’s 1983 budget proposal, 
and this proposal provides a solid frame- 
work for congressional consideration. 
You've been hearing a lot about so-called 
alternatives to the budget that we've pre- 
sented. Well, many of these are not genuine 
budget alternatives at all, but political docu- 
ments designed for saving certain legisla- 
tors’ political hides rather than saving the 
economy. 

This administration is willing to consider 
any comprehensive program as long as it 


does not compromise the fundamentals of 


our tax cut program. The American people 
have been promised tax relief. Last year the 
Congress passed tax relief, and as long as ! 
have any say in the matter, no one’s going 
to take it away from us. 

It is true that we’ve only had the first 
installment and a small one that hardly 
made a dent in the built-in tax increases 
which we had inherited. But the next in- 
stallment will come in July Ist, and then 
there will be a further one in the following 
year. Incentive must be returned to those 
who work and save and invest. 

And if I may echo and add to something 
that Senator Schmitt said up here a 
moment ago, there’s another bottom-line 
requirement, we cannot afford to compro- 
mise our national defense needs. Senator 
Schmitt has worked for a stronger defense. 
He has read the studies. He knows that our 
relative military imbalance with the Soviets 
will be at its worst—in spite of our buildup, 
it will be at its lowest point by the mid- 
eighties. He’s familiar with the horror sto- 
ries of recent years—fighter planes that 
couldn't fly because they didn’t have the 
spare parts, Navy ships that couldn’t leave 
port, a Rapid Deployment Force that was 
neither rapid nor deployable and not much 
of a force. He knows that a major conflict 
involving the United States could occur 
without adequate time to upgrade United 
States force readiness. 

For years, he has advocated substantial 
increases in the defense budget, and this 
administration agrees wholeheartedly. An 
increase is essential. Defense has been 
starved for years. And yet it is not true, as 
some charge, that we're splurging extrava- 
gantly on unnecessary defense spending 
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while we are neglecting our other Federal 
responsibilities. 

In 1962 President Kennedy’s budget, to 
give you something to judge this by, called 
for defense spending that amounted to 44 
percent, almost half of the national budget. 
Even with our increases, defense spending 
this year will only be 29 percent of the 
overall budget. That's right halfway be- 
tween one-fourth and one-third of the 
budget. 

Now, to those who say there must be an 
alternative to our increased military budget, 
I agree. What they say is absolutely true, 
there is an alternative to a larger defense 
budget. It is a larger and increased possibil- 
ity of war. 

These young people who are here today, 
there isn’t any one of us who is anticipating 
the day or thinking in terms that they 
should some day be called upon to bleed 
their lives into some battlefield somewhere 
in the world as other young people have 
before them. No, if we have the proper 
defensive strength, no young Americans 
will have to bleed their lives into a battle- 
field. A cutback in defense would be a cut- 
back in our chance of peace and security. 

As much as I detest the idea of deficits, as 
President I must accept a large deficit if 
that is what it takes to buy peace for the 
rest of this century and beyond. With every 
improvement in our military readiness that 
we make today, we’re saving the life of 
some young American who'll be serving our 
country tomorrow. 

As you well know, Senator Schmitt is one 
of the very few men on this Earth who has 
walked on the Moon. It must be quite a 
sight up there, looking back on this beauti- 
ful blue planet hanging in the void. I would 
think that seeing the Earth from a quarter 
of a million miles away must change a man 
forever. He must look at everything ever 
after from a different perspective, a larger 
perspective. And I think Jack Schmitt has 
brought that perspective to the Senate. 

Being a scientist, Jack has that analytical, 
independent mind. When the facts support 
our case, he'll support the administration. 
When the facts don’t support us to Jack’s 
satisfaction, well, he can be as stubborn as 
those burros the prospectors use to lead 
around New Mexico’s mountains. [Laugh- 
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ter} And I mean that in the friendliest of 


spirits. [Laughter] 

You know, when I was much younger, I 
heard about a prospector that came down 
out of those mountains, and when he ar- 
rived in civilization and announced that he 
had been up there for 40 years hunting 
gold—said he’d been there—that’s what he 
was, a prospector—he’d been up there for 
40 years. And the fellow he was saying this 
to said, “You mean you're been up there in 
the mountains for 40 years looking for 
gold?” And he says, “No. I was only looking 
for gold 1 year. The other 39 I was looking 
for my burro.” [Laughter] 

That illustrates a certain independence 
there. But whether Jack agrees with us or 
not, he always listens—or we always listen 
to what he has to say, because we know 
that he speaks for New Mexico and her citi- 
zens and for this country. 

I came here to deliver a message. The 
message is that Congress needs Jack 
Schmitt in the Senate. The administration— 
my administration needs Jack Schmitt in 
the Senate. And if I may be presumptuous 
enough to speak for you here today, New 
Mexico needs Jack Schmitt in the Senate. 

Let me just say one or two more words. 
Jack told you about some of the figures and 
some of the changes that have occurred in 
this last year with regard to interest rates, 
with regard to the rate of inflation. 

You know, it’s sometimes easy for us to 
forget in Washington as we look at inflation 
coming down, that out here people are per- 
haps not so prone to notice that, because it 
is still inflation. So, they go to the store 
They're not particularly interested in the 
rate of inflation. They only know that the 
price this year is higher than the price was 
a year ago. And all we can try to say is, yes, 
but it’s not as much higher as it was getting 
to be a year ago. But the aim and the goal 
that we're all dedicated to in this adminis- 
tration and in that majority in the Senate 
that we have, we're dedicated to the day 
when you're going to go into the store and 
say, “The price is lower than it was when | 
was in here last.” 

We're faced with, yes, a large deficit— 
larger than we had anticipated because of 
the recession that has hit this country. How 
does such a figure change? Well, when you 
add 1 percent to the unemployment rate in 


this country, you add 25 to 27 billion dollars 
to the deficit, and we’re in a recession. We 
think that we’re going to turn the corner in 
that recession in the coming months. Things 
are going to be different. 

But today, with this being an election 
year, there are people on the opposite side 
of a Jack Schmitt who are going to make a 
great issue about this deficit. I would ask 
you to remember only one thing: Remem- 
ber, they are the same people who for over 
the last 40 years have told us the national 
debt isn’t important; we owe it to ourselves. 
They are the same ones that have piled up 
deficits, except once in the last 25 years. 
They've had deficits every year but that 
one, and they never mentioned them, they 
didn’t seem to be bothered too much by 
them. Suddenly now the deficit is the all- 
important issue of the coming election. 
Well, we hate deficits too. We hated them 
all of the time they were piling them up. 
We're going to whittle at these deficits until 
we're down to government spending within 
its means. 

And I just finished saying to some people 
over in Cheyenne, we don’t have deficits 
because of our tax cuts. We have deficits 
because the government is spending too 
much, and we're going to change that. 

So all I ask of you—you've applauded all 
these things that I’ve said we're going to 
do. We'll do them a lot easier and a lot 
better if you send him back to Washington 
for another 6 years. We'd like to have him. 

Thank you very much. 


Note: The President spoke at 3:29 p.m. in 
the Kiva Auditorium at the Albuquerque 
Convention Center. 

Following his appearance at the rally, the 
President attended a fundraising reception 
for Senator Schmitt in the Acoma Room at 
the convention center. 


Overseas Private Investment 
Corporation 


Nomination of Thomas A. Bolan To Be a 
Member of the Board of Directors. 
March 2, 1982 


The President today announced his inten- 
tion to nominate Thomas A. Bolan to be a 
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member of the Board of Directors of the 
Overseas Private Investment Corporation. 
He would succeed Richard R. Swann. 

Since 1972 Mr. Bolan has been counsel to 
the law firm of Saxe, Bacon and Dolan in 
New York City. He joined the firm, then 
Saxe, Bacon and O’Shea, in 1959 as an asso- 
ciate and became a partner in 1960. 

Mr. Bolan attended St. John’s University 
and Law School. He is married, has five 
children, and resides in Flushing, N.Y. He 
was born May 30, 1924. 


Red Cross Month, 1982 





Memorandum From the President. 
March 2, 1982 





Memorandum for the Heads of Executive 
Departments and Agencies 


I have just designated the month of 
March as Red Cross Month in a Presidential 
Proclamation. It is a period when we should 
reflect on the vital role the American Red 
Cross plays in this nation. We count upon 
the Red Cross for vital health and safety 
knowledge, the collection and distribution 
of blood, services to members of the Armed 
Forces, veterans and their families, and 
training our young people to undertake 
leadership responsibilities. 

There are three things we can do to help 
the Red Cross during March: 

1. Become a Red Cross volunteer 

2. Donate blood 

3. Support your Red Cross chapter's mem- 
bership and enrollment efforts. 

Within the Federal Government, the Red 
Cross is a part of the Combined Federal 
Campaign, but more than half of its 3,000 
chapters raise all their funds in March. All 
chapters use the month to inform the 
public of Red Cross services and to recruit 
new blood donors and volunteers. 

As President of the United States and 
Honorary Chairman of the American Red 
Cross, I urge all civilian employees of the 
Federal Government and members of the 
Armed Forces to support this voluntary 
effort to the best of their ability. 


Ronald Reagan 


Note: The text of the memorandum was re- 
leased by the Office of the Press Secretary 
on March 3. 


Los Angeles County Board of 
Supervisors Town Meeting 





Remarks at the Town Meeting in Los 
Angeles, California. March 3, 1982 





Chairman Pete Schabarum, members of the 
Los Angeles County Board of Supervisors, 
Mayor Bartlett: 

It’s great to be back in California. Right 
now, I really wouldn’t rather be in Philadel- 
phia. [Laughter] 

But it was a little more than a year ago— 
134% months to be exact—that I gathered 
with many of you at the Biltmore Bowl and 
Los Angeles City Hall to say our goodbyes. I 
must admit that I was a bit scared. But all 
of your good wishes and genuine expres- 
sions from the heart made me realize that I 
wouldn’t be in the Oval Office alone. And I 
want you to know how grateful I am for the 
back-home support that you’ve given me. 
Even when we disagree, I know our friend- 
ship remains. 

Jesse Unruh was even there to see me off 
that day. [Laughter] There was a smile on 
his face and a twinkle in his eye that made 
me wonder if he knew something I didn't. 
[Laughter] 

Of course, I had no illusions about the 
task ahead. In the months before I left for 
Washington, America was faced with eco- 
nomic chaos. Inflation had been running at 
double-digit levels for 2 consecutive years 
with no relief in sight. Unemployment had 
reached almost 8 million. The savings rate 
had plummeted to the lowest among lead- 
ing industrial nations, and interest rates 
were going through the roof—21 % percent. 
Even worse, many Americans had lost 
hope. Some of our leaders were throwing 
up their hands, claiming nothing could be 
done, that can-do optimism so characteristic 
of America was being replaced with a 
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notion that our greatest days were behind 
us. 
Well, if I was apprehensive before getting 
on that plane to head east, the grassroots 
support that I’ve witnessed since has con- 
vinced me that not only is America not 
licked but that our spirit is alive and well. 

With the support of the people and some 
find bipartisan cooperation in the Congress, 
we've managed to lay a foundation that will 
bring better days to America. We targeted 
those things that had to be done to make 
lasting economic recovery possible. First on 
the list was slowing Federal growth. When I 
arrived there, Federal spending was in- 
creasing at an annual rate of 17 percent. 
With the help of the Congress, we’ve cut 
that growth rate nearly in half. And if we 
get the budget that we’ve submitted for 
1983, it will virtually be cut in half again. 

As Federal spending skyrocketed, so had 
Federal taxes. Uncle Sam’s tax haul doubled 
just between 1976 and 1981. By the time 
the Federal Government had soaked up its 
share, there was little left for consumers or 
for State and local governments and for 
business to invest and create new jobs. 

The solution was as straightforward as it 
was essential. To get the economy moving 
again we had to reduce taxes as well as 
spending. So, we set in place a three-year 
tax reduction program that will, if we just 
stick with it, give us stronger growth, more 
jobs, and the revenues we need to reduce 
the deficit. And as far as I’m concerned, 
we're sticking with it. 

In the last decade another problem 
loomed before us. Federal regulation grew 
from a neighborhood pest into a nationwide 
monster, preying everywhere on initiative 
and incentive. Our regulatory relief pro- 
gram under the able direction of Vice Presi- 
dent Bush has tackled this bureaucratic 
quagmire head-on. The number of new 
pages in the Federal Register, the book 
which lists new regulations, has been cut by 
a third. The Federal Register now has 
23,000 fewer pages than it had a year ago. 

It took a year to do, but we've set in 
place a program that attacks the basic prob- 
lems that have stagnated the American 
economy and demoralized the American 
people. Already there are signs that, while 
we have a long way to go, the program is 
beginning to work. Inflation is down. In 


fact, it’s fallen faster than anyone predict- 
ed—8.9 percent average for 1981 and only 
about 4% percent for the last 3 months. 
Savings are up, and the main incentives to 
save are just coming on line. What does that 
mean to the American economy? Well, a 
l-percent increase in personal savings adds 
$20 billion to the investment pool of availa- 
ble capital. The prime interest rate, while 
still too high, has declined by 20 percent. 
There may be some minor fluctuations now, 
but the interest rate trend-line is down- 
ward. 

We believe the economy is poised for re- 
covery, but this time we will not let infla- 
tion take off as it did in the past. All this 
does not ease the economic hurt being felt 
today from decades of misguided govern- 
ment policies, but it does prove that the 
medicine is beginning to work. 

The deficit, of course, remains a cause of 
major concern, and it certainly is taking its 
toll on the nerves of those on Capitol Hill. 
We've begun to hear a chorus of ad-hoc 
alternatives to our economic recovery pro- 
gram from some who never muttered a 
word about deficits over the years, even 
when past deficits represented a far larger 
portion of the gross national product than 
today’s do. Let me point out that in the 
years we were coming out of the 1974 re- 
cession, deficits averaged 3% percent of 
gross national product. Our projected defi- 
cit, big as it is, will only be 2.7 percent of 
the gross national product. 

Now, no one sympathizes more with the 
idea of a balanced budget than I do—you 
may remember that I’ve mentioned that a 
few times over the years. But the deficits 
we propose are much larger than I would 
like, but they’re a necessary evil in the real 
world today. And bear in mind, they would 
not be significantly reduced, if at all, by 
raising taxes, which is the common element 
in most of the curb-the-deficit proposals 
that are being bandied about. 

I said yesterday to some people—and I'll 
repeat to you—deficits are not caused by 
our lowering taxes. Deficits are caused by 
government spending too much. I believe 
that decreasing and postponing the tax cut 
that we originally proposed damaged our 
chances of nipping this recession in the 
bud. A tax increase now might well stall 
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recovery further, suppressing tax revenues 
and ensuring permanently high budget 
deficits. 

There’s only one answer to large and 
growing Federal deficits, and that is, as I 


said a second ago, to slow the growth of 


Federal spending. And to that end I'll talk 
with anyone in or out of Congress with con- 
structive suggestions. 

The unprecedented growth of Federal 
spending of the past two decades did more 
than precipitate economic stagnation. The 
expanding Federal monolith undermined 
the system of checks and balances and the 
division of power that long protected the 
freedom of our people. The people, who, 
after all, were meant to be in charge, are 
now so far removed from the decision- 
makers that they have little say in policies 
that dramatically affect their lives. And, all 
too often, those policies don’t work. Thomas 
Jefferson said, “Were we directed from 
Washington when to sow and when to reap, 
we should soon want for bread.”” More and 
more people realize that things don’t seem 
to work anymore, because too much power 
flows to too many unaccountable people in 
Washington, D.C. 

A major news columnist recently pointed 
out that some politicians and pundits don’t 
take the issue of federalism seriously. And 
he suggested they simply don’t realize how 
fed-up grassroots Americans are with the 
centralization of power and resources in 
Washington. And the columnist concluded 
that it would be a political mistake to brush 
aside federalism. Well, bless his little type- 
writer. [Laughter] 

I agree, and I would add that those who 
ignore the federalism debate do so at their 
peril. This is an issue that transcends party 
politics. It is an issue that begs to be ad- 
dressed. And those who don’t participate in 
the debate will be left behind. 

As local officials, many of you bear the 
brunt of the problem. The Federal Govern- 
ment has undercut your local tax base, and 
in return for some of what it takes, the 
Federal bureaucracy demands the right to 
tell local and State authorities how to 
manage their affairs. That’s not representa- 
tive government; that’s not democracy. 

Early in the last century, Chief Justice 
John Marshall likened the power to tax with 
the power to destroy. Well, that’s what's 
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happened. Federal coopting of tax re- 
sources has destroyed the separation of 
powers that once was the hallmark of our 
system. 

President Calvin Coolidge—I happen to 
respect him greatly; he had horses on the 
White House lawn. [Laughter] He was 
known more for his silence than his rhet- 
oric. But when silent Cal had something to 
say, it was usually worth hearing. “Our 
country,” he once said, “was conceived in 
the theory of local government. It has been 
dedicated by long practice to that wise and 
benevolent policy. It is the foundation of 
our system of liberty.”’ Well, I believe it’s 
time for honest men and women who work 
in all levels of government to begin a dialog 
about reversing the power flow and return- 
ing some of the authority usurped by the 
Federal Government. 

A starting point for that dialog is the 
broad proposal that I outlined during my 
State of the Union address. Briefly, it sug- 
gests the transfer of 45 categorical pro- 
grams to the States. “Categorical”—let me 
interrupt and say—means that the Federal 
Government issues the grant, mandates the 
program, and then tells you at the local 
level exactly how you have to run it and 
what you have to do. And there’s no way 
that people 3,000 miles away can tell every 
diverse section of this country to abide by 
the same rules and regulations. Along with 
the funding sources, flexibility and authority 
to manage them has gone. Now, this list 
includes everything from education to com- 
munity development, from transportation 
to social services, programs that have tradi- 
tionally and rightfully belonged at the State 
level. 

Now, what I’ve described as the center- 
piece of the federalism initiative is the 
almost dollar-for-dollar swap of the two 
largest areas of welfare. The Federal Gov- 
ernment takes on the cost of Medicaid, and 
in exchange, the States would assume re- 
sponsibility for Aid to Families with De- 
pendent Children and food stamps. Now, 
this proposal isn’t set in concrete. But we 
think it is basically on target, or we 
wouldn’t have presented it. 

The proposal allows for an orderly transi- 
tion, and sensitive to your concerns in local 
government, we include a 100-percent pass- 
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through provision for all those programs 
that have traditionally shared a Federal- 
local relationship. That must be a part of 
the plan. 

Now, this plan maximizes State flexibility 
and minimizes risk. The Medicaid program, 
for example, is the fastest rising cost to 
State and local government. A.F.D.C. and 
food stamps, under current law, on the 
other hand, will grow at only about one- 
sixth the rate of the cost of Medicaid. I’ve 
made this pledge, and I renew it to you 
today: Our federalism program will have no 
losers. This is not an attempt to dump any- 
thing on the States and local governments. 
And while there are no losers, the people 
will be the winners. 

In these last few weeks, I’ve visited city, 
county, and State officials and was gratified 
by their sincere desire to discuss this issue 
My meeting just last week with the Nation- 
al Association of Counties was amicable and 
productive. So was my meeting with the 
Governors. The news media said sparks 
would fly, but the Governors wanted to co- 
operate, establish a dialog, and move ahead 

There are some, raised in an era when 
“States rights” was a cover phrase for 
racism, who are fearful that returning 
power to the States will result in discrimina- 
tion. For the record, this administration will 
not support any legislation returning pro- 
grams to States that undermines the Feder- 
al Government’s continuing role of protect- 
ing the civil rights of all Americans. The 
new federalism is not meant to be and will 
not be permitted to be a step backward in 
our Nation’s commitment to civil rights. 

Now, there are some who suggest that 
State and local government can’t handle 
the responsibility. The implication is that 
State and local governments are filled with 
heartless incompetents and that all the 
talent and compassion resides in the halls of 
bureaucracy in Washington. Well, I’ve 
heard all that before, and it doesn’t wash. 

Our attempt to clean up California’s wel- 
fare mess received the same shrieking re- 
sponse a few years ago. It was just 11 years 
ago today at a townhall luncheon in Los 
Angeles that I unveiled our welfare reform 
program. My, how the cries and howls filled 
the air. One rather partisan gentleman 
claimed if our welfare reform program was 
enacted, the State would have to legalize 


begging in the streets and revive State op- 
erated poorhouses. Well, as it turned out, 
our welfare reform program became a 
model for States all across America. 

You know, Will Rogers once said that 
“government has never been accused of 
being a businessman.” Well, that’s for sure, 
but we can still make it more businesslike. 
One of the first actions that I took as Gover- 
nor of California was to conduct a complete 
survey of the management and administra- 
tive practices in all the areas of our State 
government. I didn’t do that personally. 
Two hundred and fifty or more skilled pri- 
vate sector professionals volunteered to 
come in and give us recommendations on 
how to make our State government operate 
more efficiently. You'll remember there 
were task forces organized on the basis of 
their particular knowledge in business and 
industry and the professions. 

Veterans of the hotel industry told us 
how better to utilize the space in our prison 
system, how better to run the hotel-keeping 
functions, the buying of food and so forth. 
Other business executives showed us how to 
improve our filing system and cut down on 
costs at the same time. They gave 117 days 
full-time as volunteers to this task. It was 
charged that the State employees would 
resent this outside interference. But in- 
stead, those employees were more than 
anxious to help, and some said they had 
never before been asked how to improve 
efficiency. In all, about 2,000 cost-saving 
recommendations were made by these task 
forces, volunteering their time, working 
with responsible State employees. 

We believe those efforts in California can 
and must be duplicated at the national 
level. And this morning, I have just met 
with J. Peter Grace, who will be the new 
Chairman of the Private Sector Survey on 
Cost Control in the Federal Government. 
Mr. Grace is an outstanding businessman, 
chairman and chief executive officer of W. 
R. Grace and Company. And he promised 
me that he and his new team will work like 
tireless bloodhounds, leaving no stone un- 
turned in their search to root out inefficien- 
cy and waste of taxpayer dollars. 

Well, my experience in California and in 
Washington has given me now a unique 
perspective on the predictions of gloom and 
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doom that always precede needed reform. 
It also gave me a better understanding of 
Federal interference and an abiding respect 
for what can be accomplished at the State 
and county level when people set out to 
better manage their affairs. 

I've delighted over the years 
the story about the community that was 
going to change the height of the signs 
along its streets, the traffic signs, going to 
elevate them by 2 feet, from 5 feet to 7 
feet. The Federal Government rushed in 
and said they had a program that would 
take that over at cost to the Federal Gov- 
ernment. They'd lower the streets by 2 
feet. [Laughter] 

I have faith that given the authority, 
State and local governments are more capa- 
ble of handling their own affairs than the 
bureaucracy in Washington. Well, you’ve 
just confirmed the polls that suggest that 
the American people agree with that, too. 

In California and in Los Angeles County, 
there are numerous examples of creative 
and innnovative government which rein- 
force that conclusion. The use of millions of 
hours of volunteer service is a fine example 
of what can be accomplished by involving 
the people with their government. 

Over 2 million hours of annual voluntary 
service are contributed to the libraries, mu- 
seums, medical clinics, and mental health 
facilities of Los Angeles County. And there’s 
a new experimental program to attract vol- 
unteers, including those retired county per- 
sonnel who may want to help but didn’t 
know how to get back into the picture. In 
the sheriffs department, there are 1,783 
volunteers giving 417,278 hours of volun- 
teer time per year, saving the county $5 
million. The Los Angeles Police Depart- 
ment has a voluntary reserve program that 
saves the city of Los Angeles $5 million 
annually. In fact, one of your county super- 
visors, Mike Antonovich, is a reserve officer 
in the South Pasadena Police Department 
and still serves 3 nights a month. 

This use of volunteers by the State, 
county, and city level is an example of gov- 
ernment by the peopie in the truest sense 
of the word. But methods of saving must go 
beyond the use of volunteers. County use of 
prisoners to clean the beaches deserves rec- 
ognition, as does a program that sounds a 
bit familiar, the use of able-bodied welfare 
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recipients to perform unskilled but neces- 
sary chores. 

Los Angeles County government, which 
has a larger budget than 40 States, is dem- 
onstrating that government doesn’t need 
more Federal mandates and more money to 
be more effective. 

Perhaps one of the most innovative of its 
programs is the contracting out of services 
with the private sector. Contracting out ev- 
erything from attorney’s duties to mainte- 
nance of paramedical equipment, from the 
collection of debts to doing custodial serv- 
ices, has saved the people of Los Angeles 
County about $10 million. Translated into 
real terms, that’s what it would cost to build 
5 neighborhood health centers or pay the 
salaries of 320 street patrol officers. 

All of this—the use of volunteers, con- 
tracting out of services, the use of welfare 
recipients and prisoners—is the kind of in- 
novation that is possible when the Federal 
Government gets out of the way and lets 
local and State government do what it’s 
supposed to do. 

Ten years ago yesterday I made an ap- 
pointment of which I’ve always been proud. 
There was a seat open on the Los Angeles 
County Board of Supervisors, and I selected 
a member of the California Assembly 
named Pete Schabarum for the position. 
And as many of you discovered, he’s a man 
of high principle; and, even more, he’s 
tough. [Laughter] And it takes tough lead- 
ers like Pete and the other members of the 
board to make government work. 

Two centuries ago, Thomas Jefferson is 
supposed to have said, “Eternal vigilance is 
the price of liberty.” He didn’t just mean 
vigilance against foreign attack. The great- 
est threat to freedom, even in today’s peril- 
ous times, comes from no foreign foe. It 
comes from a dangerous habit many of our 
leaders fell into over several generations— 
letting the power and the resources that are 
the basis of freedom slip from the grassroots 
America into the hands of a remote central 
authority. Today we have the opportunity 
to turn that centralization of power around. 

I thank you for providing this forum. I 
assure you once again that in our program 
of federalism we're depending on State and 
local officials to work with us on fleshing 
out that plan and that we intend not only to 
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pass on the responsibility for the programs 
but the sources of revenue to pay for them. 

I look forward to working with you to 
restore to our countrymen the representa- 
tive government of the Federal, State, and 
local level that is every American’s birth- 
right. 

And, again, God bless you, and thank you 
very much. 


Note: The President spoke at 11:15 a.m. in 
the Dorothy Chandler Pavilion Auditorium. 

Earlier in the day, the President had 
breakfast with Mr. Grace, his choice for 
Chairman of the Private Sector Survey on 
Cost Control in the Federal Government, at 
the Century Plaza Hotel. 

On the following day, the President left 
Los Angeles for a weekend stay at his ranch 
near Santa Barbara. 


Private Sector Survey on Cost Control 
in the Federal Government 


Appointment of Chairman, Director, and 
Deputy Director. March 3, 1982 


The President today appointed J. Peter 
Grace as Chairman of the Private Sector 
Survey on Cost Control in the Federal Gov- 
ernment. 

Mr. Grace is chairman and chief execu- 
tive officer of W. R. Grace and Co., an in- 
ternational chemical company founded 
more than a century ago. He joined W. R. 
Grace and Co. following his graduation 
from Yale University, holding the positions 
of secretary, director, vice president, presi- 
dent, and chief executive officer. He was 
elected to his present position in May 1981. 

Throughout his career, he has been asso- 
ciated with numerous business organiza- 
tions, public service groups, and educational 
institutions. He is a director of Citicorp and 
Citibank; Kennecott Corp.; Ingersoll-Rand 
Co.; Stone and Webster, Inc.; Brascan, Ltd.; 
Milliken and Co.; and Omnicars, Inc. He is 
also a trustee of the Atlantic Mutual Insur- 
ance Co. and chairman of the board and 
director of Chemed Corp. 

Mr. Grace’s professional memberships in- 
clude the Council on Foreign Relations, the 


Emergency Committee for American Trade 
(founding member), the Development Com- 
mittee of the National Bureau of Economic 
Research, the International Center for Eco- 
nomic Research, the International Center 
for Economic Policy Studies (director), the 
United States Council of the International 
Chamber of Commerce (trustee), Radio 
Free Europe/ Radio Liberty (director), and 
the Radio Free Europe/Radio Liberty 
Fund, Inc. (chairman). 

He is a trustee of the University of Notre 
Dame, member-trustee and president of 
Grace Institute, treasurer and trustee of the 
National Jewish Hospital and Research , 
Center/ National Asthma Center, and presi- 
dent and director of the Catholic Youth Or- 
ganization of the Archdiocese of New York. 
He has been awarded honorary degrees by 
11 institutions of higher learning and has 
been decorated by the Governments of Co- 
lombia, Chile, Ecuador, Panama, and Peru 
for his services to those nations. Mr. Grace 
is president and a member of the board of 
founders of the American Association of 
Master Knights of the Sovereign Military 
Order of Malta, a knight Grand Cross of the 
Equestrian Order of the Holy Sepulcher of 
Jerusalem, and a member of the Cardinal’s 
Committee of the Laity. 

Mr. Grace is the recipient of numerous 
awards and honors from professional, educa- 
tional, and religious organizations. He was 
born in Manhasset, Long Island, in 1913, 
and resides in Long Island, N.Y. 

The President also appointed James W. 
Nance as Director and Janet Colson as 
Deputy Director of the Private Sector 
Survey. 


Chief of Protocol for the White House 


Nomination of Selwa Roosevelt for the 
Rank of Ambassador. March 3, 1982 


The President announced today that 
Selwa Roosevelt will serve as Chief of Pro- 
tocol for the White House and will be nomi- 
nated to have the rank of Ambassador while 
so serving. She will succeed Leonore An- 
nenberg, who has resigned. 
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A Washington hostess and journalist, Mrs. 
Roosevelt is married to Archibald Roosevelt, 
Jr., a grandson of President Theodore Roo- 
sevelt. 

She is a graduate of Vassar College, class 
of 1950, and took her degree with honors in 
international relations. In Washington in 
the 1950’s she wrote a column for the 
Washington Star called “Diplomatically 
Speaking,” in which she covered the State 
Department, the Diplomatic Corps, and of- 
ficial and state visits of dignitaries from all 
over the world. 

She interrupted her own career to ac- 
company her husband on various diplomatic 
missions overseas. She has resided in Istan- 
bul, Turkey (1951-1953); in Madrid, Spain 
(1958-1961); and in London, England 
(1962-1967). In 1961 Mrs. Roosevelt was a 
special assistant to the head of the National 
Culturai Center, which later became the 
Kennedy Center for the Performing Arts. 

Since 1967 Mrs. Roosevelt has lived in 
Washington continuously and worked as a 
freelance writer for the Washington Post. In 
addition, her articles have appeared in 
many magazines, among them the Family 
Circle, McCall’s, and Town & Country. She 
became a contributing editor of Town & 
Country 3 years ago. From time to time, 
Mrs. Roosevelt has written about the art 
and significance of entertaining, especially 
in Washington. Her journalistic assignments 
have taken her to many countries in 
Europe, South America, North Africa, and 
the Middle East. She speaks fluent Spanish 
and has studied French. 

Mrs. Roosevelt has served on the citizens’ 
advisory board of Duke University Compre- 
hensive Cancer Center for the past 6 years 
and has written a number of medical arti- 
cles, particularly about cancer and cancer 
research. Recently she was invited to join 
the board of the American-Italian Founda- 
tion for Cancer Research. 

Her special Washington interests are the 
Folger Shakespeare Library, where she 
serves on the council, and the Children’s 
Hearing and Speech Center (of Children’s 
Hospital), where she was a board member 
for many years. 

Born January 13, 1929, in Kingsport, 
Tenn., Mrs. Roosevelt lived there until her 
marriage in 1950. She and her husband 
reside in Washington, where he is a director 


270 


of international relations for the 


Manhattan Bank. 


Board of Foreign Scholarships 





Appointment of M. E. Bradford as a 
Member. March 3, 1982 . 





The President today announced his inten- 
tion to appoint Dr. M. E. Bradford to be a 
member of the Board of Foreign Scholar- 
ships for a term expiring September 22, 
1984. He would succeed Alfred Stern. 

Dr. Bradford is currently professor, Eng- 
lish department, at the University of Dallas, 
where he has been teaching since 1967. He 
was assistant professor of English, North- 
western State University of Louisiana, in 
1964-1967. He was assistant and associate 
professor of English at Hardin-Simmons 
University in 1962-1964 and taught English 
at Vanderbilt University in 1959-1962. 

He graduated from the University of 
Oklahoma (B.A., 1955; M.A., 1956) and Van- 
derbilt University (Ph. D., 1968). He is mar- 
ried, has one child, and resides in Irving, 
Tex. He was born May 8, 1934. 


Committee for Purchase from the Blind 
and Other Severely Handicapped 





Appointment of Six Members. 
March 3, 1982 





The President today announced his inten- 
tion to appoint the following persons to be 
members of the Committee for Purchase 
from the Blind and Other Severely Handi- 
capped. 


Martin A. Adler, 57, is the director of the Helen 
Keller National Center for Deaf-Blind Youths 
and Adults. He resides in Pomona, N.Y. He 
would succeed Jansen Noyes for a term expir- 
ing December 21, 1986. 

George A. Conn, 48, is Commissioner, Rehabilita- 
tion Services at the Department of Education. 
He resides in Millersville, Md. 

Charles F. Drenz, 51, is a brigadier general as- 
signed as Deputy Director (Contract Adminis- 
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tration Services), Defense Logistics Agency. He 
resides in Springfield, Va. 

Andrew A. Giordano, 49, is currently a rear ad- 
miral and is serving as Director, Material Divi- 
sion, on the staff of the Deputy Chief of Naval 
Operations. He resides in Arlington, Va. 

Donald C. J. Gray, 62, is Director of the Cus- 
tomer and Industry Relations Office, Federal 
Supply Service, at the General Services Admin- 
istration. He resides in Potomac, Md. 

Richard M. Hadsell, 41, is Executive Director 
for Operations at the Department of Com- 
merce. He resides in Annandale, Va 


Louisiana World Exposition of 1984 


Proclamation 4906. March 4, 1982 


By the President of the United States 
of America 


A Proclamation 


In 1984, the United States of America will 
host a major international exposition that 
will explore the fundamental relationship of 
water to life. To be held in New Orleans on 
the great Mississippi River, the Louisiana 
World Exposition has as its theme “The 
World of Rivers—Fresh Water as a Source 
of Life.” 

The theme is most timely and appropri- 
ate. 

We are the first generation in history to 
have seen the Earth from space, and it has 
given us new understanding. As seen from 
those great distances, the dominant colors 
of Earth are blue and white; blue for the 


great oceans, and white for the canopy of 


clouds that replenish the land with fresh 
water, forming rivers and streams that lead 
again to the oceans. Earth is primarily a 
water planet. 

As the world economy grows, the wise 
use of all resources, including fresh water, 
becomes increasingly important. The direct 
human suffering caused by severe droughts 
and floods is monumental and can affect 
the global economic and political system. 
Man’s technological and economic response 
to the challenge of new demands on our 
water needs to be shared and demonstrat- 
ed. 


There is inspiration, too, in the power 
and majesty of the world’s rivers and their 
role in shaping the culture and history of so 
many different peoples. This celebration of 
the World of Rivers will be a celebration of 
the human experience itself. 

With its many splendid opportunities for 
cultural and technological exchange, the 
Louisiana World Exposition has the full and 
enthusiastic support of the United States 
Government. In accordance with law, I 
shall appoint a United States Commissioner 
General to exercise the responsibility of the 
United States Government for fulfillment of 
the Convention of November 22, 1928, Re- 
lating to International Expositions, as modi- 
fied. 

Now, Therefore, I, Ronald Reagan, Presi- 
dent of the United States of America, in 
further recognition of this Louisiana World 
Exposition, do hereby invite the several 
States of the Union and its Territories to 
participate in the exposition and authorize 
and direct the Secretary of State to invite, 
on my behalf, such foreign countries as he 
may consider appropriate to participate in 
this event. 

In Witness Whereof, I have hereunto set 
my hand this fourth day of March, in the year 
of our Lord nineteen hundred and eighty- 
two, and of the Independence of the United 
States of America the two hundred and 
sixth 


Ronald Reagan 


[Filed with the Office of the Federal Regis- 
ter, 11:03 a.m., March 5, 1982) 


Department of Defense 


Nomination of Gen. John W. Vessey, Jr., To 
Be Chairman of the Joint Chiefs of Staff. 
March 4, 1982 


The President today announced his inten- 
tion to nominate Gen. John W. Vessey, Jr., 
to be Chairman of the Joint Chiefs of Staff. 
He will succeed Gen. David Jones whose 
term expires in June 1982. 

General Vessey is currently the Vice 
Chief of Staff in the United States Army. 
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From 1976 to 1979, he was Commanding 
General, Eighth United States Army; Com- 
mander-in-Chief, United Nations Com- 
mand; Commander, United States Forces, 
Korea; and Commander-in-Chief, Com- 
bined Forces Command. From 1975 to 
1976, he was Deputy Chief of Staff for Op- 
erations and Senior Army Representative, 
Military Staff Committee at the United Na- 
tions. From 1974 to 1975, he was Com- 
manding General of the 4th Infantry Divi- 
sion (Mechanized) and Fort Carson, Colo. 
From 1972 to 1973, he was Deputy Chief of 
the Joint U.S. Military Advisory Group in 
Thailand. From 1970 to 1972, he was Com- 
manding General, United States Army Sup- 
port Group in Thailand. From 1969 to 
1970, he was Chief of Staff, 3d Armored 
Division, United States Army in Europe. 
From 1967 to 1969, he was Commander, 3d 
Armored Divisiou Artillery, United States 
Army in Europe. From 1966 to 1967, he 
served as Executive Officer, 25th Infantry 
Division Artillery in Vietnam. 

General Vessey received his B.S. degree 
in military science from the University of 
Maryland and M.S. degree in business ad- 
ministration from George Washington Uni- 
versity. His military school attendance in- 
cluded the Artillery School, basic and ad- 
vanced courses; the Artillery and Guided 
Missile School, advanced course; U.S. Army 
Command and General Staff College; 
Armed Forces Staff College; and the Indus- 
trial College of the Armed Forces. He has 
received many U.S. decorations and badges, 
including the Distinguished Service Cross 
and the Purple Heart. He received his bat- 
tlefield commission at the battle of Anzio 
in 1944 during World War IL. 

General Vessey was born June 29, 1922, 
in Minneapolis Minn. 





Digest of Other 
White House Announcements 


The following list includes the President's 
public schedule and other items of general 
interest announced by the Office of the 


Press Secretary and not included elsewhere 
in this issue. 


March 1 

The President met at the White House 
with: 

—members of the White House staff; 

—members of the President’s Economic 
Policy Advisory Board; 

—members of the board of directors of 
the National League of Cities; 

—Republican members of the Senate Fi- 
nance Committee; 

—former Secretary of State William P. 
Rogers, to discuss plans for Afghanistan 
Day. 

The President designated Cathie A. Shat- 
tuck as Acting Chairman of the Equal Em- 
ployment Opportunity Commission, effec- 
tive March 4. She was nominated on De- 
cember 8, 1981, to be a member of the 
Commission. 

March 2 

The President transmitted to the Con- 
gress the 14th annual report of the Depart- 
ment of Transportation. 

The President left the White House for 
his trip to Wyoming, New Mexico, and Cali- 
fornia. 

March 5 

The White House announced that at the 
invitation of the President, President Fran- 
cois Mitterrand of France will make a work- 
ing visit to Washington on March 12. 
French Foreign Minister Claude Cheysson 
and Secretary of State Alexander M. Haig, 
Jr., will participate in the discussions. 





Nominations 
Submitted to the Senate 


The following list does not include promo- 
tions of members of the Uniformed Services, 
nominations to the Service Academies, or 
nominations of Foreign Service officers. 


Submitted March 1 

William L. Earl, 

of Florida, to be a member of the Board of 
Directors of the Legal Services Corporation 
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for a term expiring July 13, 1984, vice 
David E. Satterfield, III. 


The following-named persons to be mem- 
bers of the Board of Directors of the Legal 
Services Corporation for the terms indicat- 
ed, to which positions they were appointed 
during the last recess of the Senate: 
For a term expiring July 13, 1983: 
Harold R. DeMoss, Jr., of Texas, vice 
Steven L. Engelberg, term expired. 
Clarence V. McKee, of the District of 
Columbia, vice Hillary Diane 
Rodham, term expired. 
Mare Sandstrom, of California, vice 
Richard Allan Trudell, term expired 
For a term ending July 13, 1984: 
Howard H. Dana, Jr., of Maine, vice 
Robert J. Kutak, term expired. 
William F. Harvey, of Indiana, 
Howard R. Sacks, term expired. 
William J. Olson, of Virginia, vice F 
William McCalpin, term expired. 
George E. Paras, of California, vice Mi- 
chael Kantor, term expired. 
Robert Sherwood Stubbs, II, of Georgia, 
vice Ramona Toledo Shump, term ex- 
pired. 


vice 


Submitted March 2 


Thomas A. Bolan, 

of New York, to be a member of the Board 
of Directors of the Overseas Private Invest- 
ment Corporation for a term expiring De- 
cember 17, 1982, vice Richard R. Swann, 
term expired. 


Submitted March 4 


Herman W. Nickel, 
of the District cf Columbia, to be Ambassa- 


dor Extraordinary and Plenipotentiary of 


the United States of America to the Repub- 
lic of South Africa. 
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Checklist 
of White House Press Releases 


The following list contains releases of the 
Office of the Press Secretary which are not 
included in this issue. 


Released February 26 


Advance text: 
Remarks at the Conservative 
Action Conference dinner 


Political 


Released March 1 


Announcement: 

Reorganization of the Office of Policy De- 
velopment, Executive Office of the Presi- 
dent 


Released March 2 
Advance text: 


Remarks at a rally for 
Wallop in Cheyenne, Wyo. 


Senator Malcolm 


Advance text: 
Remarks at a rally for Senator 
Schmitt in Albuquerque, N. Mex. 


Harrison 


Released March 3 


Advance text: 
Remarks at the Los Angeles, Calif., County 
Board of Supervisors town meeting 


Transcript: 

Press briefing on his appointment as Chair- 
man of the Private Sector Survey on Cost 
Control in the Federal Government—by J. 
Peter Grace. 
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Acts Approved 
by the President 





Approved February 26 


S.J. Res. 134 / Public Law 97-149 
A joint resolution to designate 1982 as the 
“National Year of Disabled Persons”. 


Approved March 1 


S.J. Res. 122 / Public Law 97-150 

A joint resolution to authorize and request 
the President to designate the week of Feb- 
ruary 28, 1982, through March 6, 1982, as 
“National Construction Industry Week” 


Approved March 2 


H.R. 3782 / Private Law 97-13 

An act to revitalize the pleasure cruise 
industry by clarifying and waiving certain 
restrictions in the Merchant Marine Act, 
1936, and the Merchant Marine Act, 1920, 
to permit the entry of the steamship vessel 
Oceanic Constitution into the trade. 





Editor’s Note 


The President was visiting Rancho del 
Cielo, his ranch near Santa Barbara, Calif., 
on March 5, the closing date of this issue. 
Releases and announcements issued during 
his visit to California, but not received by 
the Office of the Federal Register in time 
for inclusion in this issue, will be printed 
next week. 
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